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their solveney. Their wage coste are et the serer of 
the trade unions, which sees to be quite indifferent 

to matters of solven « The rafiwavs theuselyes see 
to Lave no power except to do as they are teld, 


to survive if ites management had es little control as 
railways have over mattera of such vital importance, 


The largest iteu of railway operating cost is 
wages. Points out thet the unions geo- to have it Im 
thelr power to enforce whatever wage demands they 
Ghoese to make, regardless of the value of their 
tp toon: or the anffering their actions might inflict 
on o Se 


Caspletee subulssion by stating as follows; 


"The moet vtant things to remenber im any 
Study of our radlway proble= are, (1) thet Canada, more 
than sost countries, jepends for her prosperity on her 
export trade; (2) that we cannot control the prices we 
receive for our | gins bat mast sell then for whate 
ever the world will pays (3) thet every addition to 
the eoest of transporting our experts twist cone out of 
the poekets of those Canadians engaged in producing 
Shemy and (4) that if we would keep our own people en- 

» S11 our domestic prices end costs, including 
costs, aust be kept in reasonable harmony with 

the ces ve receive for our exports, If te forget 
these things or fail to follow the course they indicate, 
neither Canada nor her railways can praper,® 


Mr. Shepard refers to C.?P.%, Report for 1943, 
where it {2 stateds 
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; "The general wage increase of 17 cents per 
nour whieh vas made effective Maren 1, 1948 added 
aparoxtuately 22,.$ million to expenses vhtle changes 
yrovided for in agreement with exployers in respect 
of wages, vacations and working conditions Increased 
pay rolls by #2,000,009.% | Bove 


Nr. Young thinks freight rates socald still ve 
under the control of the 87.0., at the Ba TeCe should 
pe fe pesponsibliity for seeping the railways 

asLvents i Si , 


The jab 24 should, regulate rates wits reguea te 


what the traffie will dear and the solvency of the 


railways and then, in eases were the national interest 
requires the poliweys to vender wreconomic service, 
they snould be allowed to charge rates high enough to 
eover the cost does and the government 1%~ 
gelLf should pay a portion of the charged. 


Witness agreas that if the railways are reducing 
their rates for the sole purpose of elinineting track 
eonmpetition, he would not be in favour of thie actLortie 

st, however, that he has never heard that the 


take toa long ord wrald Peqn 


ive %Oo mach machinery. 


He thine it would nave to Se Zone ry a subaidy to the 
raliway se . 


‘takes over bankrupt reilways, the 
they should he allowed feos and 
“ed make up the aifference. te tainks 


% 


Refers to the fet thet grain is shineed through 
Halifax and ote Jom frou the point of view of national 
yoliey when, in facet, it would be a much shorter howl 
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to deliver it sonewhere @lae, @efse Portlond. Where 
Suh a polley is ia the national interest, witness 
thinks the naditional cost should be borne by the 
nation and mot by the railroads. 


Waete national polley ey requires eertein services 
of the railways, then the rallwaya should not be required 
to make finanelal seeriflees in esrrying thes gn and 
the saertflees snaakd be met by the nations 


Witness agrees — in sone veo there should he 
suiek srg alent immed Lz ave 

but he is not. 
folloved 


be the question of unlons 
» Maintains that it shonid 
fou the members of the raLiwars 
gonpany should donc be required to collect them, 
and Gane whe do not belong should not be recuired to vay. 


Witness suggests that u nowie rates at the 
reagent tise are the crows? Hest we ami the rate for 
poe geing through the Maritine ports. 


Witwess thinks that Crowe! Heat rates should be 
treated in somewhat oe tare manner as subsidies under 
the HoFeRehs : 


+ [oung. points out that the baard of 4 orivately 
ownot = Patvay is Se vin hy" its regimens went 


vonsne Theat mationad ! ae ra which thee govern~ 
oe is responsible, and, therefore, has to keen thove in 


igang feels the President of the, Gels. is 
i esident of amy other rallway or any other 
organization, and peeneny. wants to stand in with Labour 
eronet heey Hi ray a rE i Bh 
does not think howewer, there is eny sreater VPOSRUTS 
or ge welts stand in rien with labour than in the «nse of 
the GePelly 


epg Te Se, Neoksseas oe Sevete, binited. 
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*Jolnt international ratec to «nd fros Genada or 
Mexzieo may be increared ta the save extent smi in the 
Sa°e manner ag is herein suthorized within the frnited 
étates, Where rates on international traffie are meade 
by the use of coubinations om the international border, 
the factor within the United a@tates to er fren the in~ 
ternational berier sey be inerense? to the seme extent 
ard in the some some manner as is herein authorized within 
the United dtates.® -_e8 * 


International rates to amt from Canada or Mexico 
whether gingle factor or combinations, say, within the 
Limite of their fauriadiction, be ineressed te the sane 
extent and in the same marmer as herein authoriced within 
the United étetes.® ! 


Me. Daffy refers te the 218 inerense allowed 
Cansdian rallweys and oolnte cut that thie inmerease 
44 not a Boi way Berens the aoe os a a 
tional ae they applied to alm 


ia miggneted to Me. Daffy that the reacon why 
take these local combinations and tae 

! ! Ease tho ites tarmuign interns tL 

rakes om bende om Lowood now moving is stil} lower 

than the ¢oabinetion of Socal rates. 


It 19 pointed out tr Mr. Simcleiy to the Commtesion 
that negotiations are pemling between the shippers and 
petional sovesent. of pulpy me ody ane th with the inter 


Refers to exanples of divisions between Canadian 
and Anerivan earriers on international traffic, 


if ' Comedian redlwaye a2 not teke the bereft 
of inerenses in internstionel rates allowed ty the 1.C.¢., 
the result wold be that the Acorlean ecerriera would tee 
the ontire amount of the ineresee, the shipper would 
the seme rate, ond the Canadian cartier would get 


Se 


goints art that there are through 

rates fret Cangnda sd the United States, and there are 
also thrash rates on shipments fro: the United States 
to Lameda "SEAT “iinet i, mat thet if does not 
pe follow that taere is full seale in both 
divectiongs | 


Vitness ia sazed if there is any voseibliity of 
Joint bwerings betwoon the %.T.c. and the IeCeC,, and 
weniies that se hag mewer heard of any. 
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sep pe oad medtene). porecpese | Beseree and the 


Pais Be rae deals with special freight rates 
ett te pedigreed livesteck for breeding pur~ 
* 


could. Revee A te he fwlly seuipenaktary Phe 
oe rte & in thus encouraging * he 


relation te the inerensed business received fren tn 
Livestock industry. 


Witness ig aged whether their agsseaietion thinks 
thet rates on other comoodities should be inereased 
to a atgher ety ay eo that epvecial soncessions 
should he given to nevesant of pedigrees’ Livestock 
BOVEY 2. dagen is a asiced if 


: om bere Sistine put ik tase 
oP a v2 an mate 
Level of earnings, and his answer ig no, 


Yitmess feels that in a ease where rates have 
= be $m for a ileus period of time thet before 
ro. hould have | rity to cancel then 


Thinss that im a cease auch ag thie wher «a hearing 
is meld the Bete. should check on the reasone wiy the 
rate was originalig put inte effect and see if those 

reasons still held good, and if they 444, their es 
seenmaahas would be that the submernal rate showl¢ 
gtiii ‘applye 


A second witness on behalf of the Roldateine 
Prigseien Aseocistion ~ Mr. ?. Oe Mackrthur ~ aayes thet 
what they had before wae helf of the foing rate, and 
it is not that they went to waintadn thet rate at the 
game amount, tat rather they want te maintain the rate 
at a Level vhieh would be half the going rate. 


eroee that trucxe carrring Livestock do 
referential rete ta purebred Livestock, 


mana “or ese Lines Limited. 


. gubaiesion deals with the “ikea of 
agreed ‘ChAT gees- 


te some provision for e hearing of the case. 
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Points out thet agreed charges were first 
introduce? inte Canada t ket, 1958 = wens SLadtan 
cnown as t an 


Sulsiission peints out that an agreed charge 
iz n> more nor less than a private contract whereby 
& corrler aniertakes to tranasert the geads of an 
ietividual Shigper on terms more favourable than 
those offered by the earrier te the general subliie 
in its sublished tariffs, 


Peints out the accepted principles of rate malcine 
as folilowss ; 2 : 


rah, 2 That the facilities af the carrier sust be 
made . nd add ea TS 


shall ehetge euual rates 


lr oo  inrueak tion as te the carrierts 
rates ‘shall ss nade avatlabia to the public by means of 
sub dated hpi 

a) ade earriers shall be free ta meet 


a That one carrier gheali net offer Huwerewner. 
ativet rates, for the parpose af eaptering 
business fran eonpet By Be 
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Ceiale Contends thet agreed charges if employed without 
vestriotion could very rapidly have brought ebout « somplete 
disruption of the rate structure, effectively destroyed all 


purpose for which the Trenapert Aet wes passed. Por this 
reason, therefore, “arlinsent leid down « number of se feo 
euarda, some of whieh ere as follows;~ 


{a} Approvel of the Gxnneport Board as the regulating 
suthority was required; 


(v} Striet rules es to prior publication and notiee to 
other interested parties coupled with the right to 
oppos¢ epproval were leid down; 

(eo) Interested perties were given e right to provoke a 
re~-hearing on the question of approval after one year; 


(@) The two eilway Compenies, indeed «11 rail carriers, 
where ree aes were required te join in making any 
agreed charge; 


(e) The Bosra was Gireeted to have regard, in considering 


(f) The Bosra wes directed “to have regard te all con- 
siderations which appesr to it to be relevant”, which 
wee held by the Privy Couneil in the C.B.k. Va. Celele 
ease (supra) to include the effeet of the proposed 
greed charge on the business of « competing eurrier; 


(eg) It wae leid down thet the rete fixed by the agreed 
charge must be expressed in eenta per hundred pounds 
a9 that 24 eould be related to sormel tariffs; 


(h) The right was given to any competing ahipper to apply 
te the Board to heve the seme rete fixed for kis bugle 


ness y 


{i) A gene 
conpleint to the Minister “by a representative body 
of cerriers” was provided for, 


Submiselon pointa out thet emendment suggested by G.¥.5. 
would do awey with all but the lest two of these safeguards, 

CH... amendment would else pernit any Peeuletedé cerrier 
to employ the egreed cherge, indiserininately and without 
control, for the purpose of eapturing business fron 
competitors, thus completely disrupting the eateblished rate 
structure, It would sleo place the water carriers in an 
impossible position since in practice the agreed charge is 
not avalleble to them, 


tel right of review in the national interest on 
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_Subeigaton points out thet in the trenapert of freight 
in Caneda weter treasport Wie the first in the field end has 
been competitive from the outset, Rosd transport came 
second and rallweys third, 


Subred es lon geesss out Peculation of mtes le necessary 
in the petionsl interest not only fer the protection of the 
shipping publie tut also for the protection of the carriers 
themselves agsinst the effects of ruinous competition which 
hes from time to time arisen, 

Thinks thet even. greater publicity than the normal 
filing of teriffs is Sesenti«l where there is a departure 
from the regular published rates such sa involve? in en 
agreed charge, Any leek of publielty could only work te 
the unfeiy diendvantege (a) of competing shippers and (bd) 
te competing carriers, 


Thinks it la in the public interest thet competition 
should be preserved on # fair and equitable besis and thet 
this ean only be preserved if the weter carriers ore 
permitted to live and not be driven out of business by such 
&® grossly unfair departure from este bli shed rate soking 
pr $l as the emendment advocated by the C.M.8. would 
% 


Submits that the agreed charge la an exeeptional method 
oF rate miking, the existence of which would have no 
Justification whatever were #11 forms of tranasportetion 
aubjected to proper control. for so long as it fa permitted, 
it must be olreunseribed by all necessary safeguards to 


, vitnesa points out thet any peg Ha who ia going to 
meke & permanent deal with « oarcter in the way of en s@recd 
charge wants en mI Sa gtr service end is not going te 
tle hinself up to ship all tis business by water darri er 
éuring the swmner only, Cedels contends that water 
carriers eennot eo out with this weapon, Mimely the egreed 
enéres, end buy up the burinear ar any shipper beceuse they 
ere net in a position to contract to handle eli hig business 
ail the year round, | 


Refers to C..H. Va. C.Gsl.. Gaze and points out that 
thet Was net ® ease where the Sereet aherge was being used 
to meet weter competition in the nome t, 
new thet hed eome into the pieture, 


Soares and it pleced water Tinea at « 
The U.T.C. held that in ell the sire 
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Points out that the amendment to Geetion 35 es 
suggested by Cie, would leave out £11 the seferunrds 
except two, ene thet x sy tar wr 5 shipper may apply to sone 
in under en sgreed charge rete if he eon show thet he is 
in a position te de so, and two ~ the C.8.li. do not purport 
to deal with Seetion 56 whieh is the one thet provides for 
an application of a compleint te the Minister in the 
nitions l interest by a representative botiy of Gerriers, 


Witsess thinks the egreed ehurge is a bed meone of 
méking retes where you have « Teguletory system beesuse it 
is contrary te regulation, it is the entithesis of 
regulation, Thinks it ean only ve justified where it is 
used 43 2 temporary exsedient ponding edequete control ef 
all media ef traneportetion, — 


Coeds in bulk ere exeluded from the Trenapoert sot by 
oection 37 = they ere therefore not reculeted by the ™.1T.0. 
ond the shippers cen charge any rete they wish or do as they 
please, 


iz dollars and ¢ents the division between bulk end 
pickege goods le approximately 60% for bulk and 406 for 
peekage freight. | 7 


witness thinks that due to the shortness of the 
navigation seagon it is not practical for weiter cerriers to 
make eereed charges under the TFeneport Aet. 


Witness saya thet 44 ia his underatanding thet cerriage 
of peckege coods —— at @ se@il profit in 193¢ or 1935, 
During wor years 1 was opercted with e loss until the rete 
1. eg cume inte effect and tiere was a vory amelil profit 


citeess thinks there should be reguletion of the 
transport medium whether 14 be reil, weter or trusk beesuse 
when these various trenaport sedia are unresuleted it lesés 
te the unesonomie or the possibility of the uneconouie 
use of the unreguleted media, 


"dtness thinks the egreed eherge as it exists in the 
TPrangpert Aet now works to the disedventege of the weter 
earrlera, | | 


une, on behelf of the Canadien Automative 
irénaporteation Assooletion, points out hile eoperentiy the 
movement of goods from Guebee into Onterle is reculeted es 
to rates, the movement of goods from Onterie to Quebeo is 
a ppe rently not beenuse there is no rate reguletion in 
Caterle on goods moving inside the Provinee of Ontario. 


Mr, Gineleir, on bebnlf of the ¢.?.H., presents a 
statenent to the Commlasion dealing with international rate 
with pertioular reference te the evidence of ir. burold 
Daffy, of 1.5. Woollings & Co. 


: a 


: mn 
- } aah 


c ea — e ? . ov a ’ 
aes eH (a ay ry > ms ¥ , 
. . 


Cet WO ee scd sods 
@? etefonan ch had bes! | 


srk a wi er me sa to a 


“31 a palin fe sere st nn 
mie etre ass Soa a 


Sieh 


APG aL 


TRSEAL 


LiheL 
“ . 
ChLeL 


14388 


14389 


14392 


14.594 


14295 


34410 


14421 


14423 


Alberta desling with Mighway Trensportation - regumed, 
Witness - PT. re Harries. 


,, ‘itness points out thet Alverte is on record that they 
will not surrender their eonstitutional rights in ¢onmeetion 
with the control of intresrevincial trucking nor will they 
so~operete with other Provinees to set up uniform truck 
reguletiona if such uniform truek regulation provides fer 
wim the “revinee of Alberte is opposed 


Alberta age te the position that rate sentrel and 
the use of & certificate of convenience and necessity is 

a ‘jecting Khe & Covernment sponsored 

| rugking industry ené the Government of 
Alberta does not see thet the benefits that would flow from 
thet would be for the betterment of the shippers in alberte 


Consideration of the Submiasion by the Provinee of 


The witness le asked whether the Covernment of alberta 
is in fevour of sone amendment te the custome regulations 
to permit the movement of freight into bonded warehouses 
within the provinee by trucks es opposed te the present 
situation where they have to be eleered at the boréer. He 


replies thet he thinka he een say “yes” but thet ir 


@ 


Frawley probably chould explain official position of the 


province in thet regerd, 


Witness points out thet the esgentieal difference thet 
Alberta sees between trucks and railways is thet the trucks 
on their sovenents are competitive whereas in the esse of 
the veilwey only pert of it 1s competitive end pert of it 
is still monopelistie in the sense thet certain iteag must 
be carrieé by the rellemy, thet is the long haul end the 
leavy goods must be taken by the velliwey so there ia no 
competition there, . 


Submission by the Provinee of alberta dealing with 
GCetetis Capital Strusture, the aceounting methods end 
statistieal procedure and the 0.?.<C.N. Aet. 


Alberte gubmites thet e review wholly Ligited to the 
existing expitel structure of the G..k. end not extending 
to an examination of the opereting resulta of those parts 
of the C.i.8. syatem which must be reyerded as unrecunerc tiv 


rales ed hae tee 


toes 


Nea J pt ees a. 

: < Baa a° ae . , : 7 

, XG “? cs e. ed al =| ~ % 

- y si gai BOs ; oe tit tiny iL. 
m acivat Sie 


oad aie ' os ae ¢ 


_- Ny q ; nt | iat 4 ol ‘ wie % A 
: = + . y “ ~t , ‘ noe, 7 ae “ i ' ‘ a a “ Me f > \ abs. 
‘d versa oie Chae oe mapas FA one 2 26 em 

‘ty. Ae ro te: or a | ane 0 ; * “ ( 

ated i, as, sae gee aa $d wit sot af B 


_ & ¥ - é 
a Lo i 
‘ ay > ald ‘ : y : - oe : Tus 
i: r - : . . 


4 


at whtadis YW drompao tin, pad 3 7 + sr 
Sa eae es scene 
Bold eo Oo Yimeatous sipes Sach. - 3 dg? te cores 
OFredl A YO AoE Odd “tod tiie beaso wee ae ve 
pn = ni nh ashdl mat ¢ reteset. pd reat ap: 
; eS. “ad . a ; ne. evap sa 


ies / Cis ae ao ee 4h oo 
ada tc Ry de Latte oe niataes "sab Ao sah rh fueers 4 
oti —_ tail? aa —er 


vee afd te Nag , sane 4 a 
ba yee sas py oy taeats 3 pian nee iat 

‘ Ss Cee OT Pa wi 20 
ve savy ‘ seas 


BPSD wie Fa Salk en Ch ‘deux pik 
| me Sores. coats wiry 


BVeaL 


BiRSL 


tenn 


CHP wl 


14427 


14428 


14429 


14432 


dines would fall fer short of furnishing the Commission with 
the date necessary to enible 14 to sake effeetive Fecommend- 
ations with reapeet to the finenele, future of the 6.8.8, 


charges, | | 
éiberta qubaite there te Gefinite need for the pre« 
sontieon of uniform aecounte by the 8.7.0. and for the 


Should 
in 


fiberte submits thet uniformity in the natter of 
Caloulsting depreciation by reliweya in reapeet of the use 
of thelr agseta, whether by the etreaight dine, user or ony 
other method, ahoula be preseribed by the regulatory body. 

Aiberte subnite thet by stetutory provisions the S.fec 
should be euthorized end diveeted te: | ” ad 


(1) make a segregation of rail and son-redl eetivities of 
each cerrier; | 


(2) require the carriers to keep their reapeetive eccounts 
agcoréingly; haan 
(3) require the teilweye to properly apportion between 
. Pell end pon-rail ali charges whieh are common te 
Tall and nenerail operatlone; 


(4) weguirve the Tailweys to submit the tr finenelel stete~ 
mente in aceordanee with auch aegrevation, 


, gp ttling with C.H.-c.?. Co-operation alberta supporte 
vad encorses tha submiasdon of the Provinee of Nova Seetia. 


Refers to position of the provinces before the ByT.C, 
during the rate hearings where the provinces eonteaded that 
the onus wie upon the Tallways to setiafy the B.T.o, thet 
everyteins posgibis money saving so-opere tive egroenent 
between the rallwaya hed been carried out or wes under 
setive Investigetion and thet ‘until guch onug hed been sate 
meni the Pallweya? plea of dive fineneial need wes une 
tenable, 
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Le ee ee eee eee eee eee lt a —_—s a a 


Supplementary Submission the Province of Alberta 
dealing with eheowebine pone og ang stutistical procedures, 


| Submits that the besis of deprecintion or provision 
for retirement of aesete be uniform in respect ef ell 
Cenadiem Seilweys end thet the edoptian of & uniform 
method of depreciation by #11 Reliweys showld be strictly 


@ 


ae 


Sugeeste that with an efficient saintenance program 
the use 


| to which the agset is put may not be as important 
as the obsolescence which is sceruing and whieh 1s usually 
nenaured by time rether than by use, 


Submite that the reculatory —_ be euthorized and 
upowered by Stetute to determine which of the various types 
ef corporate income should be included as reil income end 

so shown in material furnished to the B.T.C, in proecedings 
undertaken for the purpese of determining finaneial seed 
for the flzing of freight rates, 


Also gubmits It should be the duty of the 8.7.0, to 
determine that any income excluded from rail income will 
heave to be chargec with ell expenses necessary to the earnin 
of such excluded income. 
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With respect to oS ane 


dividends ere pela in 
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pewtosred Gnd the common stock, but in so fer eg the totel 
# Concerned it would not be possible to allocate those 
enounts ang therefore in the subaission of Alberta it should 
be basis of apportionment, 


14454 , .efers toe letter written by br. Frawley to Mr. Covert 
Saying thet Alberta has not made a Specialized study end 
therefore ig not able to make eny suggestions to the 
Commi seion concerning the peunsnban h should be adopted 
by the ¢ © .R, ané/or the C.P.i. in Alberta. 


14457 Witness says thet 3.7.0, have mage &n e pportilonment 
in the metter of fixed 8 ont but heave not made an sppor- 
tignment in the matter of 4 vidends, 


witness says that Alberta's statement wi th rageré to 
épportionment does not involve a change in the present 
legislation, | 


ene seas Bays thet if there was « rete buse and rete of 
return It would net be heeesscery to have an spportionment 
of fixed charges and Cividenés, 


14487 Witeesa believes any public utility is entitied to 
eern & fair return on its investment ana one of the reasons 
for this is thet otherwise it would not attrect sepitel to 


its enterprise, 
14468 witness agrees that ony fates that were reguleted which 
é14 not permit the corporation to earn e fair returns would 


be unjust end UbFeagonable to the eorporation, 


14473 Witness refers to 8f Judgment Page 13, where it is 
stated as follows:- 1 : | 


14474 Mire Sincleir points out thet the view of the C.P.R. ig 
Py the Msilwey Act coupleé with Seetion 


32 2) enables the E.7.C. to preseribe « uniform elassifi- 


ee tion of accounts, 


14484 Sitness maintains ‘thet the determining of the rate of 
depreciation is an eering problem whereas the deter- 
mining of the emount is 6 simple mathemetical ealeulation, 
Witness also seys thet the general view is thet book 
denrecistion ia usually in exeesa of the ectual deprecietion 
oF sustained depreciation, 
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ee is eeked by Dr. Angus if it was found that 
had given « wrong rate in éepreciation so 


lasted 25. years whether a correction would be mede and 
the witness ay wh @g follows: "Ne, it is not usual, 


| tee Rois pny goes through the books and it is 


and equale the velue of the essets, but you 
still have votes assets, yet it is fully deprecioted. von 
ean make ea correction by reducing the depreciation reserve, 
and eredit thet emount beck to surplus, It meens that your 
earnings fer those years wore really understated. 


Refers to definition of depreciation secounting civen 
by Mr. Gleseo in the 21% Case - 


"Hepreciation aecounting la « system of 
agecounting whieh aims to distribute the 
coat or other besie velue of tengible 
capital assets, less ac YE (if sny) 
over the estimeted useful iife of the 
unit (which mey be © group of assets) in 
* syatematic and retions] manner, It is 

® process of allocation, not ef velustion. 
Depreciation for the year is the portion 
of the total charge under such «4 system 
thet is allocated to the yeer. Although 
the elloceting may properly teke into 
aceount oeourrences during the year, it 
is not intended to be o mensurement of 
the effect of all such covurrences.* 


‘Witness seys he isa not subseribing thet the sae 
method of streight line dees not refleet a proper charge 
for the use of the essets. While it is not necessarily 
the most realistic, he says he knowe of no better method 
at the pregent time, 


The witness egress thet he could subscribe to the 
statement made by Mr. Ceorge Fey in the 215 Case that the 
user method of depreciation is theoretically preferable end 
practically wiser in desling with raliwey depresiation 
socounting. 


witness seye that in the case of public utilities in 
Alberta the method of determining rate cases is ugualiy 
on the beaia of a rate base end a rete of return of 
investouent. 


tir, Evans, on behelf of the GePos, points out thet in 
rece te erain @levetors the C,.?.k. is peld for the 
storege of grein under the teriff fixed by the Hoard of 
Crain Commissioners, 


Subeisesion by the Provinee of Nove Seotia. 


Hubsiesion refers te Duncan Report where it la stated 
ag follows: 


She lower level of tates thet prevailed on the Inter~ 
coloniel Railway syetem prior te 1912 iz, in our view, 
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rightly to be interpreted as the fulfilment by successive 
sovermments of the poliey and pledges that surrounded the 
allway from ite inception whatever impressions may have 


been erected by the form of ite administration," 


Also refers to Duneen Comission and changes in frene 


aot (1933) SCR. 423; (1053) 4 Pile. 764; 
41 €.8.0, 36, Wha 


Province of Nova Scotia v. C.N.R. et al (1937) 
 BG.R. B71, (1987) 3 DLL.R, 1R6, : 


> Refers to Seotion-? of the N.7.R.A, and states es 
Tollowere = |» WM , 


in thet no ergune 


such retes with regerd to other retes, nor of othes rates, 
heaving regard to the rates authorized by the Aet.* 


the B.Y.C. shall not app: 
‘may deetroy or prejudicially 
favour of persons or industries located elsewhere then in 


on the ©... but Le peraiseive on other Companies extending 
inte the "seleet territory" are concerned, ; 


Also refers to Dunes 
rom ae 


extent to which they should develop 
trede end business, yea 


the Duncen Commisélon eteted: " at present the work 
of the Meliway Commission ig oireumseribed within two 
eonsideretiona (e) reagonable compensation ta the earrying 
company, end (b) ne unfeir preference or unjust diserimin- 
“ation as between traders,” 


ec nae fase saint Pais 
i ty 
6  Keutin wets,” Te 
® 


ovat PR ” 
7 F « 


r 


Tar] J ‘2 ¥ yy i —— " 
] f dug 
+ dK, ny ¢ ~. - ve a al ~~ oi oe < ~~ Ole s 


4 wane 
ou bs 
"mr I~» 
+ , ‘ste ; “—- mane = ‘een 
' ere abel 4 
: b ; 
a; : ‘ “4 , te. oh ery E) : 


a5 8 See roy 
o WOOL .A,8.%,e- wep agg 
OOL 8.0.2 rey aes . _aBhe 


ree Bers 


. 3 ik 
“(8en) =A gare ov te niv c 
wide ee — 
Sa eotede day: 2 hate % i, eres we +s mtr oe! "i 
east 


aeeet 


to goieert al WIT AgD eer 
PU, hai vaoding & a ed 


eat cadet ton’, Bie Bigg a 
", 394 ote we tor fact ewes 
t DOBLegt. wt eh snegpy. 
dtoka 3 a Wes wolfe oxo 


tk fewatyes aitanann pee th Ae: ovk Bran i yee oa ; Radel 
» Searbadon Oty "ytort: oe 
bet errayisin 4, e rede coey dette io 
“cine de Sate | pial, 
% on cant? exe Sie aan. 4 
a ak Smcoal tal wish ane’ ane. 
eateeas bhuess Teas ce oF tn Ss ae 
wiow pga 
owt nile OfeaL 


ae 


14573 
and 
14574 


44577 


145768 


14588 


14588 


Also refers to Dusean Report as te the ineidenee of 
horizontal rate increases as followa: 


"13. Incidence of Morizontal Hate increeses, 


There is one further very importent feature of the 
Teilway situation, es it affeets the Maritimes, which calls 
for special mention. In one sense it ig connected with the 
problems that we heve been fiseussing but its femediate 
incidence is not so inter-connected with the genersl 


the iste wer, flat percentage i 
inereeses'), wera added to railway ratos...ecssee.™ 


Reva Scotia was sot inereesed, while the set aid nething to 
reduce the cost of living in Yove Scotia in go fer as it was 
influenced by the cost of commodities obtained from Central 
CAngde » 


Ghile the 4.7.9.4. wea designed to improve the position 
of Navitime industries sompeting in Central Cenede the 
position of the province in so far as it continued te pur- 
chase goods from Centrel Canede wes left unchanged with the 
result that cost of ox pital equipment uged by the basic 
Maritime industries remained comparatively unchanged, 


_aefere to the serious situation which hag evolved ag « 
fesuit of lows of traffic te motor trucks and the erest 
inerense in competition from moter vehieles end weter trens- 
port in the Ceatral Provinces, Also sigeests it ig 
probable that the Duncen Commission would have recosmended 
messures to protect industry end persons In the Veritine 
lrevinees against the effect of freight yveter in Central 


by 
competitive developments whitch had subse qyuentiy taken place 
been forgeeable, 


It is undoubted thet the reduetions effected in the 
Conpetitive rates have meterially reduced the opportunity 
affordea by the H.P.K.A. to Nova Seotia mevrehents, traders 
and manufeeturera to get their goods Into "the le reser 
market of the whole Cenadien people”, 


sefers te cese ef Frovinee ef Kova Seotiea Vee G.h.8, 
(1957) S.C.K. 271, where the Court hela thet the 5.7.0. wee 
Fight in holding thet if retes under eugh © eempetitive 
teriff outalide the select territory ere found to be such as 
the 3.7.¢. should not apprevenor ellow under Section & of 
the Me?eisde It hes authority under the Aet only te eeneel 
skeh fates and hes not the authority to adjust or very retes 
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on the Pailway lines in the seleet territory by pr rie 
eine tae therein proportionate te the ca ay effected 
by the competitive teriff in the outside territory. 


The eencellation of such competitive rates eatebiished 
outside the select territory is of ac hanet at to enhgpene 
in the select territory. 


‘Its natural consequence is merely to divert the traffic 
to the other transport agencies outside the select 
territory whose competition induced the esteblishment of 
the competitive rates. 


As ® Fesult of the establishment ef these competitive 
retes the M.P.ti.4. does not aow restore the original 
purpeses of the Intercolonial Aellway as Srhareravel by 

the freight atrueture prior to 1918. Jush competitive rates 
frustrate the intent of the recommendation for the 20% 
reduetion as recommended in the Dunean Report. 


Refers to argument by Counsel for Meritime Provinces 
in 21% Gase that « horizontal inerease, if mede uniferm on 
the Intereolonial Sellway with the rest of Ganada on cut- 
ward shi ta to the other Provinees would destroy at 
prejuéicially affect the advantages in retes given by the 

MePeliedis tO sons end industries in tie seleet territory. 
It is pointed out thetehorizontal inerease may retain the 
percentage-wise relationship but in cents per 100 lbs. or 
in dollars per ton it would disrupt the rate in relationship 
to persons or industries in the select territory. 


The B.T.C. was asked in the 21% Cese te adopt the 
priscipie of limiting the percentage inereese to a flat 
oeximum amount or some other method which would heve the 
effect of lessening & pereentege increase or siternetively, 
reatrieting the increase te « reduced pereentage on long 
haul teaffie exceeding 350 miles or more, from the select 
territexry. ‘The E.T.. Gid sot accede to this argument 
but graated the straight inerease of 215. 


Submits thet the “.F.keAe should be amended in such 
manner es to pretect persons end industries in the Maritimes 
from the effects of e straight percentage inerease in 
freight rates, 


a that ¢ongideration be given to the maintenance 
of a -— level er freight rates on raw coteriels or other 
goods to be used in the processing or sanufacture of 
prodeete in Neva Geotia, shipped from pointe cuteide. If 
necessary there should be finenciel aasistanse from the 
Dominion Treasury to the reliwey. 


Neve Seotia states it Le set in a position to make 
apecifie submissions in regerd to the sepitel structure of 
the O.%.H. until 1t¢ bas hed an opportunity ef studying the 
detailed propegals of the C W.u. 


" a Mica sete 
eek & —- : Vet | 
's 
roa eR at 
2 aes paghee rahe a oCenaD 
oo . “wt i B yang , 


of dtpary fase oh ~y a 
in | Re 4 


ODTbA. 


ag oped: ' 
evra yet 


i s! » ’ 


See eL 


oats: “te venitviond 2 asia ong nite . ; 


SGT RL 


BOGAL 


3 
= 
a) 


Jie 


Pec | : eal le o. 


LS Sai 


14606 


14607 


T4609 
end 
14610 


Submite that the segregation of expenditures between 
espitel and revenue accounts in any reguieted company should 
be carried out under rules preseribed by the reculatory body 


Suggests apecial attention should be given to the 
following matters: | 


1. Definite end detailed rules should be laid down 


ag to what econstitetes proper sherges to the 
eppnattne sapeenss under the elassifieation of 
MS LEVEES a ’ 


2s The method of computing deprecietion should be 
 @etermined end the tetes preseribed for «ll 
clagses of as#ets. 


3. Rules for the segregation of eccounta should be 
- edd down, elearly getting out what constitutes 
reil as opposed to non-rall enterprises. 


ee ules for the allecetion and apportionment of 
- @herges comaon to both rail cad & ~Peill eanter- 
priges should be preseribed by the Hoard. 


Submits that when reliveys are seeking on inereese in 
freight rates, on the plea of Tinencilal seed, there ie an 


obligation imposed on them to demonstrate by cogent 
sary to 


evidence thet they have taken #13 measures neces 
effeet economies in their operetions. 


teva Scotia suggests thet the principles and 
~eoommendetions, es well ea atatutory directions hereinafter 
mentLoned , should heve beensdhered to in regard to economies 
end more remunerative oparstion by co-operative measures. 


ze 
t 


Wiret: Rove Seotie refera to the general princi ples 
adopted by the 1.0.C,. with respect te rate 
aeking. “hose principles ere:- 


ta) thet it is necessary for railweys to 
go~operate to reduce wacte. 


th) thet eellwayea seeking an inerease in 
rates should explore oe ag every 
possible avenue of improving their 
situation, not only individueliy but 
collectively, through co-ordination of 
services, and 


{e) thet the rallweys sre not performing 
their full duty to the publie, especially 
in e time of nations] stress, unless they 
heave availed themselves of 211 the means 
ressomebly et their ¢isposal, including 
wholehearted co-operation with their competitors 
to function as economically end effectively 
@s they CHD» 
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Second; In addition to the general principles meationed 
ehove ine metter of economies by co~operetion has 
received special attention im Genade in the report 
of the Duff Commission. 


, aan is mede to Paragraphs 210 an? 211 of the 
Reports 


Third: kefers ae Osh ede? e aot, 1983, wileh wea passed to 
implement the recomeendationa in the Duff popes 
8 
Fourth: sefers to investigation ; lasting/two years and unéer- 
take: in Marsh, by a Committes eppolated by 
the Canadian ates mag review the progrese sade 
in effecting co-operative arrangements under the 
CrewGeo, AGt.  Thige Comittee found thet the 
recommendations of the Duff Cemmission had “never 
in feet been applied in a prectical sense", 


hewa Seotie submits that the ¢,.).-0.), Aet has not 
produced the results whieh were forecast and that some method 
ef co-operation must be deviaed which ean be enforeed so aa 
to bring ebout the desired results 


iit. lth, Counger for the “row inee of Dove Scotia, 
states that tre basis of their species venetian in the 
Meritimes is founé im the Dunesn seport anc the Legisletion 
whieh wes peesed ga & result of thet. deport, MaF etiede 


| ie. amith submits thet by virtue of the competi tion 
in Cectral denada the edvantezes whieh were given by the 
MeFaetieis heave been frittered awey and thet the Act Te not eg 
effective ea Lt was ap ongp #ueh oompetitive rates were put 
inte effect. 


Mr. “mith stetes thet he is agelast horizontel ing rease: 


aefers to some of the rete ineresees. ef the ) Ea m. e 
Vike “arte 166 « 


Ex. Parte 148. 


ligt, Smith geys that from « Teeding of these @asee it 

would appear that where the rate incresee@ or pereontage is 
® @omparativeiy sumail increage there hes ast been the same 
provision of exceptions eas where there is e higher increase. 
le ¢ontraste the preetice between the U.S. and Canade where 
in the Usa. there ia a tendency to preseribe « large list 
of exceptions wherexs in Ganeda im the deeislona of the two 
reeent rate increases the exeeptlons are extremely limited, 


Ex. ferte i253 


Mr. Gmith says he would not go se fer ag to advoonte 
the abolition of the horizontal increase in ite entirety 
vut whet he ie submitting ia thet there are eertain 
commodities and certain shippers, end tuose certein shippers 
heve to be given relief egainst the effact of a horizontal 
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inerenge particularly with respect to long heul trerfie 
end with besie commodities inelu@ing good stuffs j end he 
thinks thet has been the endeavour of the Isls to 
alleviete agsinst the results of the horizontel inereese, 


146768 EX. Parte 162 


14676 Ur. Guith submits thet the tendeney of the , 
deeisions and of the Avericen practice La to relieve 
against the effect of the horizontal incresse first on the 
long haul traffic as against the short haul traffic and 
secondly, in reapest of certain basic commodities, such as 

iron ore end agrieultural products of all kings, 


14685 “re Smith suggests the whole question of horizontal 
ineresses needs to be thoroughly studiedand thet there 
should be « desleretion of poliey embodied in the Ralivay 
4@t with respeet to horizontal increases. 


14685 , Mats Frawley refers to the argument he presented in the 
21% Case dealing withthe question of horizontal increases, 
14725 Witness - Mr. Hareld J. Egan ~ as accounting vitness 
fer the Previnse ef Nova Seotia, 
14732 Mr. Bean agrees that it is imperative that annual 


stetements should “> filed on a uniform basis and with 
reapect to the detail required he states that he thinks he 
would want to be in a position to know if he wes called 
upon to analyse statements of the O.?.2. and C.N.R. that 
when he sees in the Ci. socounts the maintenanes of some= 
thing or other, that the seme type of principle has been 
useéd in #lleeating to thet account the expenditures thet 
were made by each of the railways, 


14735 tie thinks the first requirement is to get uniform 
eccounting on sueh segregations that are deemed necessary 
of the revenue, so thet they oan be compared, The second 
necessity ig a matter for the B.T.0. te decide a. to what 


14746 4erees that if you want to eonmpare operating 
efficiency it ig desirable to have operéeting atatisties 
om & Comparable besis, 


14743 Witmese thinks thet uniform accounting with permit 
of comparison and show whether or net one railroad is 
spending more money or not on identically the ease type of 
expenditure, He does not think the question of uniform 
accounting is advanced anywhere with the idea of Combining 
the two reallweys as a vardstiek. 


14781 thinks it ls easier for « reguletory body to apply 
stvaight line method of depreciation then user method. 
it lends itself to better policing of the cherges being 
made by the utility to its revenues by way of depreciation, 
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Mr. Covert asks the witnesa'ts views as to whether 
eertein items sheuld be re réed as rail or non-reil, 
for example Canadien Pacifie Ezpre. 7 


Thinks 1t ahould all be elessified as rail < inlend 
stecmships ahould be elessified es rail. Motor sreske 
and bus companies owned by railways - witness thinks it 
depends on the uge to which the motor trucke and buses 
are put and the clreumstances and where they are used. 
it may be en operation where there are no rellroseda et ell. 
it may be s delivery service or e piek-up service to 
service the reilroad or it may be a competitive service 
with the railroad, if it were enclliary to the railway 
then Mir, Egan would regard it as e rail operation. 


Stockyards « if it 1s for the purpese of promoting 
eat ClMenne freight revenue it should be shiatiitetn as 
PhLde 


Hotels may ox may aot be rail operations depending 
on the circumstances. Grein elevators «- reil Spero 
Consolidated Snelters « son-rail, 


Sitmessa gays that from the point of view of taking in 
income or teking loages, he wou]é not take in the invest- 
ment ae part of the inveatment in reil preperty even 
thoush such enterprises are considered ag Pall. 


The witness would not take inte considerstion loesea 
on anclilary padarpehans if they were so greet aa to wipe 
out profits from the reall enterprise, 


mission by the Drovince of Uritish 


Supplenentery oe 


'y Geb las i pr Ine rlly with 
| wice princip le ay the eriticians made in 
Pegatd thereto by the GaPate in thelz Submission, 


ivitish Columbie does not envisage thet the cost of 
sezviee pr rinciple will result in a uniform rete for alli 
od it to yy suggest thet the rellwey be 
onieal to determine the cost of serves on lara 
individuel shipment. 


veined bin in the fixt o suinei pie shania | Bo shat re due 
course it becomes the basis upon which the freight rete 
strueture is bullt. 


By “eog@ta” Gritish Columbia meens all direct costes 
and the properly apportioned emount of indireet costs 
gueh as property taxes, rents, depreelation, end generel 
overhead but not ineluding interest, profit or income 
taxes Galeulated on a system-wide bagis. 
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hinke reilways should be ellowed some latitude to 
meet competition but thet any loss susteined by the rall- 
way in meeting competition should not be edded to the 
rates paid by other shippers, In the event thet the reii- 
wey company should decide to meet certain competition by 
applying something less than the normsi retes ag deter- 


sined under the cost of service principle, the railway 
would have to sustain the loss resulting therefrom. This 
procedure would have the tendency of making the railway 
pr nt more onutious in the granting of competitive 


Submission contends that « norizontal percentage 
inereege in freight retes generally sperking adversely 
affects long haul treffic in dollars ena cents. 


Submits that the most equiteble way of granting 6 
general inoresee in rates is by & conbination of a per=- 
gentege inereese end a constant amount in dollars end 
eants after « certein maximum increase has been resehed. 


«Refers to Page 101 of the ¢.°.8. Submission which 
takes exception to the priee index used in the British 
Columbia Subaission, . 


Mr. Brown says that to him the surprising thing is 
thet over the years the amount the railweys in Cenade 
beve hed to poy out for work not directly associeted with 
moving a train hea fluctuated almost exeetiy the seme way 
as the amount they peid out for the movement ef the train. 


Mr. Brown enawers certain eriticiams made by the 
G.?.8. of the cost of service principle. 


Mir, Brown refers to rates set on the welue of service 
pesie end seys thet such a pricing poliey may well lead 
to & regional discrimination not as 2 result of any intent 

f the railways, but solely es © consequence of different 
s of bergaining power in different regions. This 
nethod of pricing also aekes it éiffieult te arrive at any 
orderly division of funetions es between types ef carriers 
ana sinee it is purely « subjective valuation it is beyond 
the powers of eny third party to pass upon ite reasonable- 


wr. Brown is questioned es to what would happen with 
retes set on the cost of service erinciple where lower 
retea ere necessary for depressed ereas for developmental 
gonditions, ete, and where it would be necessary in sueh 
elrounstanees to depart from the eost of gerviee principle. 
str, Brown suggests the other alternative is te let rates 
fall where they will and let the Government by a subsidy 
to the producers teke Gare of the situation. 
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4s @ principle the cost of service principle is the 
allocetion to commodities or to groups of conmodities of 
the costs of carrying those commodities eo far es they can 
be escertained. The witness agrees with thia definition 
put mentions eertain reservations «s to wheat is included 
in the word “*cosat*. 


The theory of the value of service principle is thet 
each commodity or group of commodities will pay what micht 
be celled out-of-pocket costa or averege variable costes as 
@ minisum, end eech of the commodities or groups of 
someodities will eontribute in verying degrees to the other 
eherecter of coats, the constant costs, depending on what 
the treffie will bear, 


Wiz. Evane, on behalf of the C.P.li., suggests that you 
sust teke inoome tax and return on investment into account 
for rete making purposes. 


| Refers to the 21% Judgment st Page 22, where there is 
& section on the subject of income tax ond wheres reference 
is made to the ergument advanced by Kr. Selaton that inoore 
tax should not be teken into account es ea part of the rete 


eaoking formula. 


tr. Anges asks Mr, Kvene if there is a warintion in 
the rete of income tax if such a veriation shauld be 
reflected et once in e variation of freight retes up or 
pretty x. Evens says he thinks he would have to sey “res 
Oo thete — a 


Agcounting “Witness for the Vroevince of British Oolumbl. 
Mr, Lionel P. Kent. 


The principal recommendation im the secounting and 
finenciel fiel4 which British Columble desires to stress is 
the advigability umk of the adoption of uniform secounting 
reguintions for Cosedien railweys, 


Kefers to position taken by C.P.4,., nemely that &.7.C. 
hee adequate powers under existing legislation end says 
while this may be technieelly correst, there are two 
furdesental fectors bearing thereon tiet should be given 
cognizence: 


*"Firetliy: there ere, et the present time, ne uniform 
aecounting reguletions leid down by the Board of Trangeport 
Commissioners which direct the leliways to selnatain their 
basie eccourting records in exny preseribed formula, end in 
consequence of this omission, the reporte received by thet 
Board @o not provide « sound basis for comparison of the 
operating results reported upon end thus the measure of _ 
control that is eapeble of being exerciced by the Hoaré is 
sherply @iiuted. Seeondly: et the present t the Board 
of Treneport Comoiesioners of Caneda has not eveileble « 
technical staff of sufficient sice end strength to enable 
the Boera to keep iteelf apprigzed of «11 the current chonge 
in the transportation field as it ve} affeet the finsnees 
of the Rallweays and as it may be reflected by their current 
reports." 
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iefers to Cis, Auditors’ Report and 1944 snnual 
Seport recommending to “etliement the desirability of the 
adoption of a uniform system of accounting te be applied 
to Canadian railways. 


vibaigglon contends the accounting regulations should 
make provision for the detailed elaseifiestion of all items 
whieh comprise the assets and liabilities of companies 
engaged in the prevision of rail transportation pay 
whose activities fall within the orbit of the 2.7.0. 
The classifilestion should provide that the complete segre- 
eetion of assets and liabilities employed in the furnishing 
of reil service from all other assets end liabilities of 
the Company. 


The aceounting regulations governing the classifieatic 
ef ageete should provide the framework for the clessifies- 
tion of #11 maintenence expenditures as between: (4) 
adéitions to capital easete, (b) oharges to the appropriste 
depreciation reserve end {(e¢- charges to meintenenee expense 
under the verloua sub~clesaifleutions, 


fhe provision for depreciation replacement end — 
retirement ie of such magnitude in the operations of « ) 
rellway that seperete/recommendetions are exlled for desl- 
dng with this phese of the subjeet. It is the recommend. 
ation of the “rovinee of Britigh Columbia thet the recule~ 
tions should contein @ specific directive to the railway 
coupanies on this subject. 


it is the recommendation ef the Provinee of British 
Columbla that after all aseets employed by the Heilwey 
Companies in the furniahing of reliwey services ere 
classified ag depreciable end non-depreciable, that a 
seximum rate of depreciation computed as a percentage of 
cost based on the estimated life (commonly referred to es 
the straight line method of deprecietion) for each elags 
of Cepreciable aeuete be este bliched, 


In meking this suggestion Mr. Kent says it is not 
their suggestion to write the recommendations as to 
etraight line method of depreciation into the Statute, 


Mr Kent suggests thet the B.T.C. should be direoted 
to formulate retes and thet this would be a direction by 
“tatute but thet any rules should not be leid down by e 
a bet should be leld down by the 8.7.C. under such 
@ Statute * 


Gives reasons for supporting straight line method of 
depraciation, 


in gummearicing the position of Gritish Columbia in 
respect to the segregetion of rail end non-rall enter- 
prises conducted by any one Company, 1t may be said that 
non-reill enterprises een be cleasified es complementary 
Sut not encillary to the provision of reilwey service, 
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mends thet the eecurate segre~ 
gestion of expenditures es between passenger ené freight 
depertments should be very esrefully examined with the end 
in view of establishing seecurate coats of service. 


14987 lr. Kent comments regarding the statement of Mr. 
Vorrigon, on behalf of the Provinee ef Alberta, with res- 
pect to allocation and apportionment of fixed cherges 
6nd apportionmeat of dividends, 


14968 Mrs Kent's view ls that if you ere on a basis of 
fiseal requirements where « company has both rail end sen- 
reil aetivities, if you are to apportion one pert of the 
eost, meneny the fixed charges, then te bie mind you aust 
&alao apportion the other elementa representing the same 
coste, namely the dividends and the eurplus. 


14969 ie. Kent thinks that Consolidated smelters opere tion 
could be termed complementary to the rail enterprise. 


14979 Wr, Kent thinks Inland steanghipa should be regerded 
in the same category as rail transportation, 1.6. as 
ancillary to the trasspertetion of goods and services. 


14983 Shinks telegrephs should elso be regerded aa part 
and pareel of the reil service. Yhinka motor bus end truck 
companies might be regarded as a separate investment sade 
by the rellway company but thet different clreunstances 
ant different functions would determine whether they should 
be regardec ag reil or mone-rail, ‘Thinks express should be 
regerdea @g « rail operation. Thinks hotels are 
complementary but not necesserily a part of a reilway 
operation. 


14964 Generelly specking thinks hotels would come outelde 
the eategory of providing necessary rail service, Stoek- 
yards end grain elevetors probably should be rege: 
rail since they usually form en integral pe: 
operation, 


14985 Cceen ater 
necessarily. 


whips ere net a pert of the rail operation 


Mr. Kent egrees If revenues were taken inte rail 
earnings that the coat of the relative agsets should be 
ineluded in rail investment for determining e rate base. 
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Subsisaicn of the Canadien /asific RailwayCompany | 
Witness « bir. G.2. Jefferson. 


6 eants yer tou iuerease on coal became ef- 
fastive <cteber llth, 1949. 


Witsess gays railways are free to increase the 
rate on eoal from Alberta, but 14 would be by 
agreement with the producers and the boulnion 
Govergment, “he rates ere published to expire every 
year at tie ond ef the ooai gp gs ogy eat 
the Bonlnian Govarnmens have ever oe 1933 asked 
that the rate be @xtcnded for amobier year. 


. @were would be nothing te prevent the raiiwoys 
from either refusing te extemg the tariff for anctser 
year or to extend thea tariff at a Alger rate, but 
witness says they would not} went te do 1% without am 
under stand with the Governwest. 

Por tke coal year ending 3lst of March, 174), 
in whieh Cele. heudled 60,571 tons, they received fron 
Gevernmunt subventicn of $2.50 per ton. 


GePeRe inoreased rates 25 cente and 6 centa La 
eosformity with the decisions of the Uoard of Transport 
Gommigsionera at whieh tice ali coal rates were ineresé 
ed by those ascunta. 


Befarea to letter written by Domlaicn Coal soaurd 
on Jareh 21, 1949, esking that the teriff which ex, ires 
Wareh Slat, 1949, be extended since provision has been 
sede in the estiaatesa for tle text Piseal year to 
gontinue aubvention assistence on thy sovesent of goal — 
from Alberta tu Gatario. . 


Dr. Ancua refers to 6.7% Submlasion where it 
states "that a subsidy saculd be poid to tae sine 
epsratera and freight rates should bs allowed to Ting 
their compensatory ievel* and says ue is tcla taere 
ie nothing to prevent the rellways from  utting tusse 
rates up to @ ¢umpansatery level exespt the feeling 
thet they ought to 6% tac permisgiva of the Govrernn2ans 
Cirste 2%. oVANS agrees. 


Sr. Svans says it is not part of Celek. sareission 
thet this cowwiasion should recommend that tie 
Covermment should give thet permissicn but thiaks ssere 
4a tucked into thet paraegreph a auggestion that tae 
theory under whieh tha sudvantion is pala, thet is to 
say, @ subsidy on transportetion, is pad, end that if 
there is te. be a subsidy it should be paid directly 
to the sine ounera, Seyond thet C.2.k, do not ask 
tiie Cocmission to make a speeific recomucndation 
because it i@ gomething thot perhaps lies between the 
C.PeR. and the Government and does aot call for legise 
lation. 
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Mr. Bvena agrees that part of taelz general pos- 
ition is that inateed of aubsidlzlay par @ cn 
Government should gubsidize the producer, plus the 
feet thet in view of the suggestion that certain 
Fetes ake AOL GOMjpeRsalorg they want to disslose | 
where they thought rates were ob cumpengatory. 


15032 | Mp. Gvans says 6.¥.8, thiuka thot subsidies paid 
te the rallways in vin a of verre sag enero are wrong 
La principle. ; 


Thinks 14 La wronc to subsidize transportation 
because @ lot of people interpret tiat as avaning a 
subsidy paid to tae rellways whereas 1% is realiy a 
@ubsidy pale io ths produser. Thinks should aot 
Gloak that ander what ennenrs $0 be a renee ta ihe 


Fallway. 
15055 “Wr. Evans says they talnk rates should be 
hi goer PAD, SAT, are; bab podbean buink they sheuld ak 


thia Comiss! Scilla da 3 
ernment thet they pay a nigher gubeldy. Gas side 

would moh Gojest to suekh @ recommemiation by this 

ll but, be we sahttegedics would oot ank for 
= 


Witness aays Alberta coal tate of $6.33 la, in 
hia opinion, nat compensatory; 1% does mot pay aafe- 
ficient revenue to meet out-of-pocket eosts. . 


15030 oe Witness gaye oare in whisk coal Shipped fros 
ALperta to Outerl: would be returced eapiy. 


15037 “Ek. Bvans gaya all subsidies, if they are to be 
pold im reapeet.of the preductice and irsnaportation 
Gf @ Gommodity, Saoulé be in Felief of the producer 
or ¢ongumer, 16 the suse may be, and should be — 
to iim ame not to the railways. 


Br. Syans saya .F.RA. is cme of the pieees of 
ao penne wherele subsidies have been pala ic tue 

Ways ond not to Lhe ,.odueers, apd that le tuelr 
objec: LOR. 0 the BaP eel. | 


Biteeas says all ober subveatieas On ¢oal ade 
by the Governsent ars paid direat to the operators 
anc n6% %6 the raliway@, The My #.suedse La the only one 
he Knows of whieh is pali to the railways. 


lir. Svens agrees with Comalasicuer Innie taut 
in the sela gubsicies heve been, paid to relimere 
rether than the producera. 


15030 Tne Cheaireap asks if these are subventioas made 
just on the production, regardless of the tranapert-  . 
aticn. 
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Witness says there are other subventions paid te 
the producer cf soul by the Deminica Government whieh 
SP@ not @ade on the entire produetios ef the mine, 


but whieh S2@ M266 Of Certain movements from the wine. 


| Stness understands there ia « aubventior fron 
the Dominivn Government peld te the coal producer on 
the eorauent of eoeal frog Alberta mines te Sastera 
Cnterio for the use of tae railways, 


lr. Feawlwy does not think there is eoafilet 
im the Coal Hoard. hey are ail trassportation 
aubsldies whether they sre paid directly or indireotiy. 


are Frawley sayy in the ease of Kova Seotia eoal 
there ig a subaidy there wilen ig paid to the producer 
for the purpose of getting that coal te forente aad 
ag in the case of Alberts goal, it ie a transportation 
subsidy. Says there la aco @iaagraemant «bout that. 


Gomeiselonar Angus acke witness “Ie the fact that 
the paygent is made te the reilway ie any wey linked 
up with Sie fact thet 16 srose cut of the rates whieh 
the raiiway charges?" itmess replies: “I dure gay 
that is « fact; but we must bear in mind that tae 
BeTeUe GOOK the sosition thet their normal rates ware 
reasonable on coal. Hut from necotiaticns whieh 


‘ook glace between the roliwaya and the OSVeranont, 


the 96 rate with the sutWention ef §2.50 was screed to 
fer a tenporary period ef a year, ond 14 hee been 
eontinucd fron guar to year over since. 


Sitness seye present poultion arises ect ef a 
burgein whien was sade in 1933. 


 wathess agrees with Mr. Prewley thot the 8.7.6. 
eaid their $12.70 rete ves a reasonabie rate, 


seferring to intermaxtional rates witness reade th 
three pages fron ©.).k. Srief eomencing on Pace 161 
of Pers i ot the Compeny ts Gubmissien, Seya thre 
interactional rates aa established ty direst aegotie- 
tions between 0.5, and Janedian alya. at request of 
shippers or reeeivers in either sovuntry, “rough 
internations] class rates in effeet between daaters 
U.G. and asters Canpages, wherase mo full line of sless 


rates in effeet between Yeatern U.S. end Sosters 

CGnade. Commodities ecving is any volume from peinis 

it “eetern Ganada to U.S. are sovared by Anrough 
Kefers to Sahibit 151 - Stetesext listing the 


tariffs wiles pabligh through commodity rates from 
pointe 4a rreiries te pointe ia the United States, 
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Witness eaphasives that the Orders of the 
R.T.G., Order ine ef lst December, 1940, and — 

ptr of 12th August, 1949, cuntained « paragraph reade 
mgt ae es . 


' “Sind whereas 1t io Seemed by the Yoard to be 
-@mpedient in the publie interest thet tae §~ 
“- @ontinulty of Joint through rates fron yvotats 
fin the United ctetes to points ia Ganadsa and vice 
Verea and the melntenance of bow parity of port 
relationsiiips should be preserved." — 


| *itness says the practies foliowed with respeet 
to inersasing internmetional rates ot the same time and 
te the game @atent ag in thea United States also 
applies in the ocse of general reductions in the 
Uniteé “tates, As em example, in 1922 there was a 
general reduction in rates in the U.S., and et the seae 
tine there was « sinflar reduction {rn Laternations] 
rates. In other worda, if the laternational rates 
had 206 been reduced at that tins, it would heve been 
unfeir te the Canadian shippers to have hed the rates 
reduced within the tates and not from Canade to the 
United Siatew, ovine oi ayills 


Witness points out that if the through inter~ 
national rates were not Lugreased io the came extent 
ae within the 0.9., the J.ds raiiresds would find seans 
by waieh the throuch rates could be go lnoreased, and 
retain «ll of the ineresse for themselves, 


sefera to te parte 303, reperted at 176 1.6.6, 
Page 549, nef : ae uma « e ia ‘ | 


‘% Ghat-time the 1.0.0, antherize. on inorease 
in rates withia tae U.S, and ea intersetional traffie 
by Speeified amounts cer 100 poumds or per car, At 
Page 589, the Peeision contained the following pro- 


vision: - 


“Joint cates, the «te from Yoreign Countries* 


it ia not iatended to imorease the proportion 
of joint throuch ratea to or from poiccea ia fore 
eign sounptriea secraing for the transportation 
in sugh foreign sountrisa. “he proportion of 
sueh retee acorulng withi« iho United Siateg, 
may be tnereaved t¢ the-extexnt heroin approved 


for dosustie rates.” 


itness saya action taken by the U.8. railrosds 
ander above authority of the I.0.¢, was not s ceptable 
to the Ganedien reiiwaye., The janedian rallways objeoe 
ted to their shippers being obliged to pay the same 
inerease in rates a8 within the U.S, and the Janadien. 
reilwaya uot reesive eny share @f the increnae. Hot 
receiving agy share ef the ineresse was no saving te 
the canodien shippera. The ahippers aad te pay the 
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15001 


15002 


increased rates but tie Janedian termes th eould 20% 
get any slare CO: Rts wi 


or. ants asks Witness if he ye @are to aske 
any oomment as to the advisabliity of subeldiniss | 
these shippera who ere exporting to the Usb. and are 
a gp aga ger nga with otner ‘Ot ete 
SRL pyerhe 5 § 


| Witaesa is efreid if you subsidized the Ganedian 
ny sang in a e43¢ of that Kind and 11) scald be kaown 
tae Pailroads in the U.de, they would retaliate 
bor eance)] through rates. 


Wlineses does not think 14 aatters if the rate 
from Canada to the 0.5. io ineressed tu the same ox- 
tent aa withla the U.G. when rates within points in 
the Gece are inerensed the same acount. 


#efera to genera) Urder No. 536, peo], dnted 
april Ub, 1935 Of BeTeGe on applisation to make ines 
ereases 1 duterneticnel Traight rates between _ 
points in Canada and pointa in the United .tates ia 
like aonner, effective a} the same time aa Sae rates 
were belag ineraaued within ihe Ueide 


. wetness ways B.?. ad authorize the ot 
increase ta the faternational rates «8 teek place in 
United tates by its ‘Gonawel Order Be. e16 ak: see 33 
5th, 1742. 


Oenenal Order Ko. 616 ‘Felstes to the whole 
guesticn of Sakeraes.onel rates &S went as inport and 
export Panes, : 


eitness. polats out that the nd bl waleh was 
granted by Generel Grd@er Aumser 616 to interactional 
rates, was made effective with the approevel of tae 
tartige Priees an: trade Bocrd, whose approval was 
nesasaary at that time. The only exeaption was with 
respest to Item: 3S ef the Order waich read as follows: 


"Thet no advanoes la iapori and export rates 
between Censdian points snd the Canadiens Atlanmiiec 
or vaoifie porte and furtherance retes oa traffic 

setween pointe Lu Ganada and Gatscisan points destined 
ts or from Hewfoundlend, are authori zed gnentian 
hearing and farther Grder of tae Goard,* 


Sefers to further Judgment of the eleCs 98 
eouteined in 3.0.8. & He. Yolume 352, pages 125-137, in 
whieh B.T.G. Reg oe LY peneione Seth sbanten 
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130.4 
and 
15065 


15005 


15066 


15096 


“he Jartige Priees and “rade Geard, after 
reosivinge the dudement of the &.7.G. still refused 
to give thelr consent to inereauing the rates 
referred to in Item 3. 


®itneas say. when @ aiailar applicatica came 
before the 4.7.0. and the W.P.7.9. lz 1946 fellewlae 
thu desision of the 7.0.0. ia Ex parte 140 and 162, 
both the 5.7.0, dnd the ».P.1T.B. approved ineresaing 
intermetional rates as well as import and expert 
related rates through Janolian porte at the same time 
a vo the Sama extent a5 rates were lacrenved in the 
a me 


Witness say2 that while the Privges Soard did sot 
give thelr approval te that inerease in reapest of 
thet garticuler traffie In 1942, they did in 1946. 


“itmess gaya that with the eoncerrence of the 
United States railroads the Gane/ian Praliroeds are 
permeitted to publish the aame rates on lusber and fer- 
eat products frou Yeaneouvey, Ge on exacagle, ae froa 
S@astic to Yaoomn end Portland te Soaton. ; 


Situess says they find the American lines are 
so-ouerative in saking rates from Uunada to ibe 
Usaited S atea so long ag we fo not gugvest a basis 
of rates lower than within the 0.8. If Csnadien 
reilwages were golmg¢ to suggest a rate on pul pwood 
fron wgodatoek, Now Srunawiek, to sumford, Malne, 
lower than from loltos, Maine, then they woald not 
approve it. — 


“itness says they heve no gore prohibitive 
aiffiealty in making bape inter~Ling rates in Canada, 
were there is neeeseity for joist interline rates 
than they would on ioternational rates. | 


Sitness says there are instanetes where there is 
extreme difficulty in meting latermational rates with 
Amerigan railresds. 


Witness says by refusing te agree te a reasonable 
rate the U.5. rallresde ut ap s tariff seainat vane 
adian rei roads. , oe 


Witness gaya joint tureough rate 1a advantageous. 
If the paul is stert in the 0.8, the combioation of 
locels would stiii te Rigaer than the Joint through 
rete. “he rallway would be free to reduse thelr leeal 
but witness says there would not be mach advantage 
in reducing the Lots] and letting the ralirosd asross 
the boundary have thoir full iecel. “he saal would 
aye to be exiranely short, but even thes If you 
{uterfere: with through rates la that wey, 14 would 
juss) go on and on ond Gh ahi you would a0% preserve a 
proper relationship of rates ac between vgnsda and 
the U.S. wheres the haul became lonzer. 
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Witness says they have to kvep G11 gatewsys on 
the geme basis, © © ep 


tefers to Part I ef ¢.P.H, Subalaslon, Page 104, 
G@eeling with propertions1 Yates. . Te 


 #itness says it hes been sugzested tc tals Vone 

sieaion thet proportional rates be @eteblished between 
polate in Western Canada ané the iatercational voundary 
eateways. Uitness explinns whet s proportional rate 
ia, om follows: © 

"A proportional rate is a rete Linite. ia ite 
ee se Ghrogen Sreffie which sos already 
aid er will subsequently pay 6 further trausportation 


 Oaargey is othe: words, a proportional rete is set a 


Pate dm and of itself; it is & port Gr a prosertion 


of & through vate,” 


} Witness is asked if he has any coment to sake 
with venpect t¢ @oplyine the atendsard wilesace rates 


\ OF She distribatias rates from the United states « 


vanedian border danctions in ‘estern winece on lutere 
national traffie we wentioned ut Pages 105 and 106 
OF Core, Guemiguion. 


 €itmess thinks what ia outlined on pages referred 
to sovers the situation but refers perticuleriy te 
Page 105 aa follows: 


Shere ie mo Jastifieativon for aoplyine distribute 
ing ing rates te or from United States = vabadian 
herder junctions in Western Canad. on Lateruation- 
al traffie, The distributing retes bed their 
. @figia in the early development of extern Gans da 
» @hd ers apecial rates to assist fn the distri ou- 
tion ef goods from wnelesale centres in Seatern 
~enade to ihe reteal trade in the outlying. 
. @istriets on whieh the ralleays nod already 
| Reeeived an iowerd havi. | re 


there ia ne valid reason why the sase diatribu- 
ting basis should be granted on asrehendias 
entering Ganede froc the United States. Ta 
SS60e such merchandise is in direst eompeti- 
tion with sia@ller coeds «reduced ot pointe is 


ket SES to Hege 106 of the 6.P.2. Submission, which 
refers to vaces 87 and 88 of thre Appendiz abowing a. 
ecaperisgon of the etanderd milesee el4ass rates aygiie- 
able in bestern Caneda to the U.5. Sesturn ~ rank 


_ bine Ones 1,2,3,and 4 e@lase rates for represeatative 
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15115 
and 
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15116 


witness deseribes a plicetion of Krowts Nest 
Ratesg?* tary. Goeg Arh Shbak % ni 3 


Witness draws the Gommisaion's attention to the 
fact that the aileuge of railway operuted by the G.P. 8 
in ‘estern Ganeda in 1697 was only 3,710 miles; while to- 
day it is 11,243 miles, or sere than Jirese tines the 
mileage of 16979. 


4 im addition, the ailleace operated by the G.N. 14 ; 
Weatern Canada is 11,467 miles; and that of the Nerthern 
Alberta kailways ia 528 miles, | | 


Witness is sgked hie views as to whether the growth 
in the eraia traffie bed been overstimulsted by the 
urow's Nest Astes. Witness says io bis opinion grein sod 
arain preducta in Yastern Canada would have grown; taoey 
would have basome very oweh larger, even though the 
rates hed not been reduced 3 cunts per 100 pounds in 1697. 


Jitness does not think grain is being srown where 1% 
ought not to be grown becuse Of cheap retes. 


Witness refers to Pages 151 to 153 of O.P. Submission 
where it staies a6 follows: Qe 


"She Hallway Act requires thet freight retea 
be just and reasonable and this means not 
only that they be just and reasonoble to. 
shippers as « whole, but alao wo all eronps 
of shippers as well ag to the rullways". 


Replying to o question by the Gnairman ae to tas 
aeanine of tae phrase “Just and reasonable", Mr. Carson, 
on benelf of the ©.F.8., saya some of the sutaorities 
have gafid that it gust be just and reseonsble to the 
railweys a9 well ae just and reasonable to the shippers. 


Mr. Uvans does not think thera ever be. bean ehy 
precise @efinition. Thinks the definition of tie Peason~- 
ableness of rates depends on varlous Shings whieh seve 
been put forward to she 8.7.6. It ia a gather ef judgaant 
for the B.?.C. after hearing eom:serisons and many other 
things, of rates in different gurts of the country. 


The Chuirean says so far the question appears to 
neva been eonfined to cases where soma eomplains of 
diacriainetion has been made, but noG in the abatrest. 
Aske if the question Hes ever been discussed and decided 
waether rateg are, in thesselves, judi and reasonasi¢, 
regordless of Giserimine tin against hetalities. cChairaan 
isurines from the rallweys' point of view they would 
gay that o rete tust provide 4 gertain eoapensation for 
their cost, while from the shippers point of view, ie 
there any standard which bas been applied. 


Mr. .vans rafters to one ease fa connection with 
the Alaska raliways and another ease with respect to tas 
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15117 
to 
15119 


svuale of rates on and off the Alberta rallways. HSelieves 


they raised eamparisons oe to whether the rates ware 
sompensetory. Does not think the BSW haa ever 
orecinely defined the tern. 


Replying to a quentine: by Guniuutund’ innie if it 
ig something whieh is always decided ln a negstive sense, 
a dvaus says he would bhisk BO» 


Witness continues reading of | CoP. Subsission as 
follows: 
"SE he vesting of jertatiotion in the Hoard ina 
eonneotion with grain and flour is nevessary 
in order that rates may be just ead reason ble | 
rates for other kinds of traffic. YThie isa se 
because If the grein rates ere deficient the 
‘fates on the other traffic must be forced to «4 
higher Level then otherwise woulé be justified. 


To. ranove fron the juriadietion of the Soard « 
large segment ef @ rete structure whieh the 
Seard is ohureed with eontrelline is slearly 
wrong in prineiple sad detrimental to sound rate 
teking and to the efficient operation ef a rail- 
way undertaking. This bea been resoenized in 
the United States where « stututory reduction in 
the gencral level of rates for moving Government 
¢raffie was repealed in 1945. “he so-oalled tlLand 
Grant Retest were deleted fro« the Usited otetes 
Transportation act by Yoblie Law 256 « 19th 
Congrens: ~ Chapter 573 ~ lat Seasion, Hk. 694, 


Ganudien: Paeific subeite that « recomsendation 
ahovld be agde taat Section 325(5) of the Mallway 
&et be amended by striking out the fellowing 
provise: 


,.cerovided that, sotwithetandire afything in 

 t$his subsection contained, rates on grain and 
fieur shell, on and froe the twenty-sevents day 
of June, one thougand nine pundred and tweaty~ 
five, be governed by tie previsions of the agree- 
gent gede puregast to ehapter five of the otatates 
of lanade 1097, but such retee shall apply to ali 

. @ueh treffie aeving from all pointe om all lines 
ef reliwey weat of Fort ‘Llllam te Port “illiam 
er [Ort Arthur over sii lines now or hereafter 

| constructed. by any ecmpany nan sens to the juriedio+ 
ticn of Parliament! 


and tnot oN DEORE | of the wrestend aot anould be 
repealed, 
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The effect of sueh smendsents would be to 

place the rates for the ovement of erein and 
ereain products wholly within the jurisdicticse of 
the Board of Transport Comalesicners." 


i5il?  ‘¥e is the view of the witness thet on grain and 
grain products, the rates should be subject to the 
juriedietion of the G.%,t. If they are not subject to 
the jurisdietion of the 5.T.t. 2% ia not fair to tue 


shippers of other frelent. 


apg Gomuiestoner Amgas eka ur, Cargeun if these two 
and sbanges were mode in the Act as recommended would tue 


15120 effast of tust be that the §.7.G. would save to consider 
whether rates on Grain should have some speole) con-— 
sideration basause of the backeround of the acreanent of 
1697 ead ef whet fellowed, or would he ekpeot that they 
would aubogatisully be treated Just a5 other rates are 
treated, on the ground thet te do otherwise would be 
unfair to other shippers? == 


‘Me. Carson says he is told by bie eolicaguca that 
there ia uo doubt whatever that they would be subjeot 
to the jurisdiction of the B.7.0. aha that tas raves 
would be fixed regardlese of thie Beekgrcand and Ghat 
nO one coulda successfully sreuc before the 5.7.0. trast 
besaase of this beckground some apecinl consideration 
gheould be given to these rates. 


15152 Mr. Carson refers to Sub-Scetion 5, of Seation 525, 
of the Mailway Aet. The power of the 5.7.G. sould appear 
to be unlimited under thet Gleuse. 


451353 Ur. Cargon would strike out the provise to 5 and 
repeal & entirely. | 


‘ ur. Avan Says 6 hae po velue; 1% only came there a8 
a result eof the case in the Gupreme Court, the finding of 
the Supreme Court. 3 | 


_, With reference to sub-section 6 Ur. ivans saya 
the Gupreme Gourt feld that the Agreements applied te 
stations in existence at the tins the Agreement was 
made and did not apply to other stations end the dige 
erimination whivh avese by applying the rates te those 
a@tutions and @xuclading the rates to the stations 
that did act exiot were excused, as the sub-sestion 
putea it, om the ground that it wae @ statutery dis~ 

 grimination and thet is the purpose of sub-section 6, 
$0 gay that “you Shall o6% exgugs that form of dis- 
eriuinstion based on the agreenent*. 3 


15134 Mr. Avaggs gays that with the rasoval of the 
provise in sub-section 5 and the removal of sub- 
gection 6, you would have left merely the first part 
ef sub-section §, whisk anya “that the teeré sieil not 
be bound by any sgreament of this kind*. 
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Says effect of all previcua usressents on freight 
rates would disappeer anc it would be left entirely 
Se the Board. 


iy. MacPierson for Sask. says that {s view gen- 


‘erally avoepted by provinces and that is why so auch 


opposition wus offered to raliways. 
reads from 0.P.R. Grief page 155 


Mr. Carson ree i Gat 
where 1% explains what led te deciaion in suprese 


ls Tt 


The witness says thet in hia opinion all freicnt 
Yates ahould be under jurlsdietion of 4.7.0. It is 
only way fair treatment ean oe granted to all Shippers 
for 11 Rinds of traffiec. 


ory be repeal cf statutory grain rates and placing 
them within jurisdietion of 4.7.0. would in principle 

be the Same as the setion taken by Congress ia U.s. 

in repealing the so-called “Land Great iytes* and per~ 
mitting traffic to move et rates within the jurisdiction 
ar the 5.6.6. 


Mv. Sinelair for 0.7.8. thinks that everybody 
whe has complained in fest about freicht rates and 
their level must be in some reapect eomplaining that 
the level is toe igh and overlocking the fact that 
it is os high and overlooking the fact that it is 
a6 high aa it le beeause of the low luvel of grain rates. 


Ia answer to the Cshirmen tir. Covert asya he 
thinks it sefe te say there Ans been no shipper of 
speelfie foods whe baa eomploined of any preference 
given a2 against Aim to the shippers ef «rain vy this 
SGSuute. > 


Gommisesloner Angus suggests thet if tas rallways 
has not nade Grow's Nest Agreement and net received any 
@onsideration, tiet the revenue that jhey havergot to 
eet from their traffic today might be lerzer ene there~- 
fore whet the rates other than crain may be celled on 
$O maxe up sieht be Just as maugh aa these special 
erain rates. 


‘PF, Gvane replies that when 1% comes down te a 
deficiency, whether you take In your raie base and 
take 6 fate of return on 16 or whether you take your 
requirements it would make no difference teday. Vroblen 
goes back further. The condition aight save been 
aifferent throughout earlier yeers. oes net Know 
whet Rappened thea. Gays perhaps skareholdars would 
heave got a Bicher return from G.).ARe at the interval 
between the time the rates went initio effact and when 
the rates becan going up during the first war, but 
aa to new Goes not think he gag arcae that the de- 
ficiency would in any way be changed by the initial 
granting of so suéh op@ah. 
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Gommissiongs Angua says wht Ae had in mind was 
suppogiag a perticalur railway hed berrowed whet it 
regeived as @ grent ané therefore had that ues cash 
to cerry Lt through. — ading, i} te (iA 


My. Svans replies tiet if you are ou 8 rate based 
On the Peturn on investment, the easi which was taken 
in at the tine of the agreement, as « grabvaity if you 
like, or 4@ a consideration of the agreement, would go 
ioto property of railway eompyuny presumably and would 
then be feflested in its iuvestment whieh, for purposes 
of the raliway return, would produce « rutarn and if 
you are on a requirement basis you sicht or sicht not 
reflect 14 sgainet the deficleney you eetabliah today, 
whether your fined cherges would save been bigger or 
whether they hud been affected at all by the fsliure 
to get that additional 93,000,000, 


Vays She amounts Gi quahtem of the consideration 
that might have been received in 1897 is irrelevant todey. 


in reply to Comniseloner Innis, Mr. Avans says 
he would ¢ertelaly be against making 8.7.0. any kind 
of plenning beard, because he dees not think eufficleat 
erganization exiats lu a tribunal ef that kind te de 
a planning job. ut tuinks if there is sous consideration 
remaining cutcsandlag wlth reference to Crow's Beat 
Paga Agreement that ought to be compensated fer, it is 
a matter for argument, whieh he ig prepared te fase when 
Aetesuury. 


Witness reads G.7.R. submiasion re Histeries)] 
Outline of Crow's Nest Passe Kates. 


 8itness states grain and flour were the eommoditics 
included in the igreement of 1697. 


#itness states grain, flour, cetwea) and milletaffs 
were the oon oddities included in grain tariff publishing 
1 ad ataa reduction iu grain rates effect Sept. lot, 
1699. 


Witness seys reasou for difference between rates 
shown prior to April 1946 and these shown subsequent to 
Nov. &, 1949, is that tae B.T.0. refuses te apply either 
the 21) increase or the 8% interia inersase to the some 
modity malleage rates on crain ané grain products in 
Prairie territory, wiersas these rates were applied te 
the rates in OUntario-\yuebeo territory. 


ir. vane saya the reason given sy the B.7T.U. was 
that the spread vetween Crow's AKest rates and domestie 
rebes, in thelr opinion, was too greet if tavy were 
going to inerease the dameatio rate, end it was a 
holding down of the domeatie rate for the operaticn. 
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Bi. Covert stetes ihat at page 14126 ef the 
transeript the witemess Wr. BE. d.« Young refers to 


Nitaess sarees that generally 64 ineresaed went 
inte effeet Oot. Lith, 1949, out im genes of retea in 
Cnturlo-uebeo tespltory it did avi go inte efreat 
until Kov. Oth, 1949, — | 


*itnese aaye thet eoumedites allesece ratea ca erain 
grain products aq shows in Sahieit lol in prairie 
Serritery prior to april, 1949, and effeative ov, Sth, 
i74}, ate the same. Ia Onieriowsebeo territery effee~ 
tive Kev. 6th, 1949, rates sre much Righer than prior 
$O april 1746. Thia ie not das oply te 214 and bs 
increases, but alse because rates in Ontario-juebas, 
having been soapetitive rates, hove received a separate 
increase effective Julr 2nd, 1949. 


Siteeas polate owt ox. 162 showa Crewls Best 
rates ara lower than prairie ecamodity slle ge rates 
for eyuel distenesa by from 42.9 to 54.35 per cent. 


ans 


Gissess asaya thet so-ealled conetractive dletanse 
ef 130 wllies between Fort Sliliesu and Sinnipeg Bas ao 
bearing on either Crow's Huet rate or tha soumedity 
iileage Petes, — 


aye ¢onstructive diutanee between Fort oilliam 
and Winnipeg of 130 oiles apslies ealy te clase rates 
and acemedity rates fralated ta the clase rates between 
fert “Alilem end poiatea in Western Ganada, and they ore 
aise used in making rates betwean Zastern and Seatern 
GGHaG A. 


 Witvess aays if Crows Acat rates did sot «exist, 
@arrices ef grain would net ve affected by eonatruotive 
silence. 


Saya that If Grewts Reet rates were luereased they 
would SO% be iaereased 40 the bealea of the ioeal aileace 
fetes oF eosdsedity slleage rateg, ser would vou use 
the 150 miles eonetructive distasee bsiween Yisalpeg 
ape Yort siliies., Gould deterzine whet rete should 
be 64 the grain from Praipie points te Fort “Allies 
#withoat resard te aliter of those factera. 
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in reply to gueetion vy Comal esioner aneus, Mr. 
ovene for C.iske explains that ender the “Oa8olideted 


evel ef rutes to give a ralivey lege then | 
je On ite inventment. in the Statete of 1681 Loeorper- 
aullng ihe O./.B. the Picure wae Pedueeg te 10%. In the 
revigion of the Gallway Avt ia 1905 the section relating 
te the 15% waa repesled., Wr. Evans says it cust be 
Regumes that permiawible level of C.Peite remained at 
10% #ithoughs in fact it wes never achieved, 


in yeply to Chaireann wliness ste\es ke bas net 
the figures showing ®@ aperavle velones of sovements of 
evrein from sugina te Fert Willfam ead from vhately te 
UulM@ia, but that there Aa heRTY movement of grata from 
mid-western 3.3. points te Duluth. 


‘ailway aot of 1099 Porliament might not reduce the 
ist 


aitness eaya apsileation of Growts Meat Avt was 
suspended in 1916. in surust 1716 rate become 24 
end reached seximum of 32 1/2¢ im Septexbar 1920, 
thes reduesed in dans 1921 and bee. 1721 in general 
rate Fedugtion gases. Gm Jaly oth, 1922, the Crow's 
eet vate of 20; waa rag.ored by Art of Ferlinnest 
BG cae pomaimed 20¢ evar eines, 


#iteess is asked if Panuwe Genel has any effect on 
american grain rates ta Selath, teplies that he 
doe8 not know of eny. 


ss HGS BSE Ades Paneme Cane) partially effaetive in 
Keeping down rates from Alberta te Port ©Lilian. 


Witness admits Panam Canal might have some effect 
O4 COGS Lebes guro@a Atlantie ee cownpsoreg with the 
Ocear Fates fron Vaneouver te United ifegdom, but dows 
not think it would hove effeeted rates on Great Lekes 
OF obs Lawrence. , 


Says fact Duluth Seat of Fort “1lifes sould tend 
te yive smerican farmer some edventage over Uanedlan _ 
farmer in shipeine grein te Great Lekss on account of 


@bhocter rail heal. 


Witness gays in saking eoupsrlsens of Amerloan and 
Genadies retes differences between Amarie¢an and sanadian 
@ellars 10% taken into seeount. Amerfean preic rates 
to Delath apply on shipments of wheat whether it ia for~ 
warded frex Ouluth by woter down Great Lakes or by rali 
GG pointe im G.G. or Atlenatio seaboard for szport, jast 
the Bise ag Fates to Fort #illiam epsly on 6hi cuont s 
delivered te beats et Fort “lifes or seved eas by 
rail fer denestle eonsenptien er for export. “nara Ls 
ao difference in appligetion ef tuese rages they ore 
boGh for doswctie end furtherance covaements, 
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«im anwe of rates from Alberta to Pagifie Coast, 
the railwaya save rabesa on export grain froz Alberta 
to Yoneouver made in relation te Crow's hest raves to 

. Hed sommdity aileage rates on grais 

in prairie previnees and bes. for domestic sovesant on 
two agales ~ prairie scale and Yaeifie sesle. fates 
petween prairies and coast used to be on ceelifie aeale 
wut with renoval of sountels éifferentiol ia Juiy, 1943, 
now have praivie seale of rates for Local sovesents 
shroughout prairies and S60. ; 


Does not thiak you san ebarge & lower rete fer 
éosestie sovements of grain te Yaneouver then ia Bee 
or to BeG. than you epply witain praivies. Oniy dif- 
ference is that in prairies Geowts “gat rate to Port 
“Llliem eperates as 4 magiaue Lo girectiy intermeciate 


points. 
15205 «Witness says grain rates to Geattle ars the sane 
ehetier for dowestic gonsuspsien or e2jort. Pl oe 
15232 fe. Frawley objeots to Sx. 163 on ground it cones 
glese te waking out a ease Crow's Seat ‘ee rates 206 
ao apende Gory. ' 


15247 ss Wapness says there ia very little aovesent of rain 
from Gusk, to Pacific ecast for export. 


15233 Witness states thot is View of sisiicrity of 
fluctuations of prices in Canada ond UeJs, $t ie dift- 
fiowlt te understand how higher freight rates on grais 
would be ruinous to Canadien faraer. an see 500 


reason for inability 6 pay. 


15236 ig rellways were cbtalaiag @11 the revenus hey 
needed to geet all their requireneats and tas grads 
rates were inereased, the rates on otnsr traffie woald 
oe reduged, but when the yailwaye ore not settiag the 
revenus they nowd, the ingxvease in grain Pates gheuld be 
made ao ohher shippers would so+ have ho pay the whole 


burdate 
19236 Witness saya that we know ruliwaya are net getting 
$e all she revenue they need. Svery tise freigst rates 
15239 are Leerenued they save to be inepenced acre Seoanee 


spain rates remain etablonary. if erain rates were 
ingruased shippers and reeslivers of egher traffic, not 
only im the ‘est but tareugnout Canada, woulc net eve 
£o oy ag | an inere;ae ue bey would if «rein rates 
nou FB! ; 


iS pe eee 


Witnesa! argument agaiass iaereseing rotes oa OChEer 
aeaffie sore and lesving grain rabes a6 they «re ie that 
ather shippers are required © pey neavier burden Shee 
they Should ang thet yo get Fates toe bish ane for | 
eonpetitive reaeona 1% affeota the aavemeant of obasr 
$raffie. 
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itmess « 
the deficiency. | 


say Prairie provinces Go nt asks up al) 


 #Liness saya if rates on whest were not inersesed 
in seat the otaer traffic ahculd be inervased more in 
the Seat than ia other sections of the country because 
they are not payias their full share of the Lnersese, 


a 


Saye he is not ewars of any reason why erate ship- 


pers in Prairie Provinees eaanos pay more in treaevor~ 


‘ation gharges today than they paid in 1896. In fact 
i698. todey sre tares eeats below whot they were in 
* “ ee , ; rs . - 


. Su reply te argument by vomegl gions? Inuia tast 
wee ize, Boy ate seus Shey 967 it on otaer things, “itness 
admits talg is trae, but thas the sost also pays sere, 


Mir, Svene for G.Peiie saya thet be thinks it gete 


down to fact taat the developawnt from agreenent has 


ben go much broader than agreeusat envisaged that 


burdéss are now lapowsed on vo iner People ana on rolivays 
to a far greater degree than was evur intended. Does 
HOt think anyone eculd pave foreseen in 1897 the devalop- 
mens of the raliways in the “est and tis facet thet #11 
rallweys and oll points om «ll raiieays would permanently 
b@ asked to bear burden of this gontract; or thet B.T.o. 
ghould subsequently effeat other rutes in eceordansce 

with that goutract, that Le, te have dts effect on 
domestic grein retes, to have its effecs O8% GApert rates 
to the Jaeifle and ales to neve added so tas terift 
affected by tie sane agreement other soumoiities ehieh 
are. 8o closely related to the oricinel ceesodities and 
whieh have newly developed and sre a oly facter, 


m2. ovens says 1% ie not on the baels of loprovie 
Genee or the ¢hanginc cf the dollar value that G.F.K, 
oosalders agreeuent now 6 curdes, and seya O.P.si, haw 
HOt Guede any perticaler polmt ef cheneciag of dollar 
Vala@. U.Psks hae pointed out that sontract ac longer 
ig merely burden on sthenmeslves, bat on @ll railways, 
BhG there comes a bt se when shereholide s rebs) and say 
ia, np aBy sore money in an undertaking of 


_. S878 queation ia, are you going to recognise now 
that that ja true. Says distiagticn between agreement 
and atetate la tact Ssrliament were faeed wits « 
Gesision of uprese Uourt in weieh esaotie reaalt of 
the application of the asreument in its own terns 
Was apparenie he only remedy was for Parliament te 
a¢ something sbowt it. Does net thiak aution by .arl- 
lament at that ties was ones and for all « seclutica of 
proslem., URiaka see @liation srising and sould save 
new sclutions & »riene ' | 
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ur. Svana thinke original sgreement was nara 
bargain on Geiss, Deowuse the shareholders of the 
Gelelle dn those duya actually aad to forego some nueeure 
of earniage whien oe wera out of «12 propertica 
to the 5 9400, 000 pald to the company as & anbeidy.— 


Mr. vane Goes aot doubt that rates charge Setween 
1793 and 1917 were eoupensstory and it wee 4 oompenaetory 
rate belew level of Crow's Nest Aste. ‘This was under 
Mand tebe ieopeement whieh waa —, outeroeta of 
crowta Hone AgPERERE « ee , 


agrees with Ghairaen that for idbestsive POS GOB 
they hed te change tos ratea, but talaks competitive 
rates aust pave. provided « aeasurs of compensation, 
but says it dees sot follow that there wae net a burden 
inposed @®8 the aompumy and ite guerenoiders by reducizg 
thoee rates at that tice. It was o burden, bat aot one 
ony mnpany oould noe wears 


a re fvens saya that sree Ueinlekh, Shrhinbae pede 
shey were lookwlog around for some means by ‘waieh ine 
adian Northern could give Kaniteba sometaias for 
soc@bhing Cansdian Lortuers got ia the penn in 

‘hey found that ang in making the agreement they forced 

G.P.i. to take something leas. Does sot follow thet 
gpeement ashoald hava been made, at least on that basis, 
if the Crow's host level of rates had Got Seen previously 
adopted by Grow's Raat vases (greement. 


i. Svene adeite to Chalrmam Gut eres Cid make 
agrecacat te meet a Gertala ecapetition, whien cust have 
given eertain measure of @enpeneaticn, ani whieh hevar- 
thelesawas Lower: than the authorized Crow's Nest rates. 


lie. Svane saya Kenitoba agreed Potes Wers apparently 
thought by the Beard te be too low in 1917 anc after 
the war beceuse they seid the agressent was sot binuing 
aed GUprene Court upiold deolaion. 


Mr. Crane thinka the Crow's Rest Luglaletion efter 
the firaet orest war wae mest unwise aa eo matter of 
letisletion, Unwiedom wee anown by point raised Py 
iy. Angus thet any infletion ef prices, Lf it le big 
anough, would tarow out nay iin fixlses legisletion and 
aw Re at aHfal Pe ‘pie 3 


witness will Het gay what he thinks rete shoalé 
be, Sut dows think it should be subsiantially bicker. 
ieee not think higher rate woold effect the evonony of 
‘astern Ganada. Usiske ‘eotera farmer could afford to 
poy aighes re fete On wiagst te Hart eLilias,. 


sitness gays there 16 BO Gtser Gom. . aity waiek sae 
ib9e. below 1696, and priees are aueh Llgher than ta 
eo es J 
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 ‘Phleks Ghat au Canada fa very prominently an ex- 
porting country it would not be anreasgonebla to hove 
& lower rete On export treffic then domestic sovements, 
but thinke there is « sisunderstanding about these 
erain rates to Fort Billiam, beeeuse there fs ro étf- 
ferenoe there. 9" 9 me wi , 


(Agrees 75> of erain to Fort Mlliae would go out- 
aide UGDMihe. , | 


 Oays @mall pergentage of U.S. wheat would go 
cuteide UsGse in somperiaon to Uaneda, “aed 
+4 Grain Pete provlem ia auweh mere &@ antivoral one fer 
Canada than U.6. - i ok me 


Whiaess stutes that if Geetion 325 were revealed 
ang Pates were deteralsed by 3.7.0. ue would expect 
thes to be fiaed by the eelling a@@ just end reasonable 
Rates. Joes a0t talet they would be estebiisred on 
a basle of so-called eompetitive rates because in the 
way rallway sakes coupetitive rates they are not rates 
in competition with sous other cede of trangpartayion. 
“Rey woulda @@ fereeal rates. | 


seys Crow!a Hest Petes On pra@in and grein products 
are oaking 4 amaller oosiribution to rellway revenue 
int proportion tu the aervioe performed chan ie ovtained 


from any Other traffie. 


. Witness aayd revenue pex tone-mil@w om erate and 


grain producta da 1916 wax 0.47 sents and in 1946 


Uepd Gente, an inereace of 0.06 or 17) while on oll ether 
truifie the revenue per tommile in 19716 was 0.935 eents 
and 1940 1.31, an inerenss of 0.36 of 415. 


#itcees is strongly of opinion thet any rates today 
which ore belew 1696 level are too low and not is proper 
relation te rutes on other soumedities whieh eraooen a 
muah Bigher beals. Ya Ge 


oays a¢ Par aa he knews fo Ghe ever attacked Weatern 
erain rates on the basis that the rates paublianed pur- 
guant te Crowls e954 agreement were too figs. “hat ia 
iteelf ehould be sufficient to prove thet the rates 
are toe iow, asving reeurd te the lewel of weges end 
eost of materiale today gaupored to fifty years ago. 


GeP eRe gubaits as followa:-. 


"kn Tabemesa and equity, toese rates should te 
fegulated in the sane way end oy tre same trivuneal 
a8 rates on other traffic. | 

The level of arain rates in Western Canada is 
ieee than oelf thot for cor psrable movements of 

erain fa the Sestern United Viates, 

Gnder present conditions, the tcrewts Neat! 
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Level of grain rates is cot eoupensntory. 
if, aa & matter ef national polley, the grains 

growing industry in ‘esters Lanees should gern # 

tine require to be subsidized, tae subsidy should » 

be pala direetig so the industry by the Oovermsent 

ef Uanada cut of general tax aonies.” ar 

Witness seys ne oousiders « Gepression period 
goudition ander whieun subeldy aight be granted. 


in a Gesression period ke would want rates 6 
to renain at dane Level and fave 4.ffieulty sade up by 
tie Governnent. Then fight nave a perlod wien sone 
area algat have pertieal Gopi, and they sight need sone 
asaistaneé, and farmer with eood arog would o0%. 


jaya rallway do@s “6b take peaition thas onee 
rate establiahed 4% aiould rewnin rigid feraver. Thinks 
railways have alwayé @ivec gonsigeratios te. very serious 
situahion ac seiter what tae traffie is, if trey feel 
they ehould eive seme seasure of relief. 


“itnese feels that raliways La better poaltioa Vaan 
Bee. to detercine wists aaacare ef emergency rolisef 
negessary beesuds Shey oe ere fomihiar wits éendltions 
all over the couslry. . re . 


| if opinler of rallwaya and that ef regions cosgerned 
do not coelaeidse gitmesa does not tink opiaion wogld Aas 
ty be ragiatered through Vorthiumeat. If auch a sitaatioa 
arene shippers could sleays apeunl to B.T.t. te have 
their rates raviewed. | 


b.F.Ks subsite aa follows:~ 


Spe prise of grain if. seater’ Vanada has Sore 
than @oubled siluee tos pesaent 'crow's feat! bagis 
of rail freicht rates Was aubeblished. 1¢ is. 
sound sconouics that these rates be pornitted be 
find their proper level La avoordanoe with changed 
oeudl tics Ss. 


The Growts Hest rates are & pure pisterisal sur~ 
vival, ‘hey are not related aitker bo the coat of 
gervies ner to the value of service. Uhanges 
whieh nave oseurred sineé they were tneroduesd heve 
asde them totally obsolete anc gheir effeet upon 
the railways ané u.on the pabee Ghorged Gn ctker 
traffie makes it dangerous to reteian them.” 


iLenese gays 0.P.i. would not expeot nor would 
they sek for rates as nigh ag obtain in testers Uese 
for same or @lailer distances. ' 


they are, however, ebronghy eft the opinion, Bhat 
in fairness bo siippers anc receivers ef ali sraffic, 
cue olags of traffic ia one section of she country 
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mes) at aap! sonably €Apee 
Gren vee b expenes af ass 


in western oanadi pia a Bo 
Gelete many iese ererre on Oar eld pre he rates 
in Janeda and te eeuiave sore SHES AAA | shone eatsan of 


tranapertation Pare eS ee SOT 
: fefore fixing , on and graia produste 
in Sestern | Tam Oy eek mo vo aes o n08t ee. 


and detailed esudy by the "bet Cu, 


Wit nasa gaya pate 6h grain. wtish would repleee 
Srowts Hest rate would be « apwolal coamodity rate. 


‘Witness ‘Baye i & ududl ta. fixing gave of that type 
to have them precede 2 py @ obady by &.T.0. in orcar 
te determing their level. 


gaya if raliwaya were ‘fvee Shessel¥es to change 
the rate they would. Ao they ere sot they eer teat the 
Aat be Guanged SAG Shah SeTel. Say Wink Pare anould B@e 


Agresa with Dr. Angue this seens flaing the sless 
rates rather thea the specie) peony vetas bub Cele Re 
Would nob Want BeleU. get ell thalr rated, 


Seysa ia view of the strpeumsteneces of vrow's Rest 
page the Act » sasseas of Fallivay eat be 
mie they is poacd ae 14, cage then ev. vague 
wou oe aified. 


hare davans says railway > bel gets that « aa bber 
of PL oer co cbtanes wild pa ie seeial study by. Beles, 
crete open ape furiy prepared eo face ite 


‘ire “Frawley for Alberta thinks if emendmenis ae ae 
aa saked. by Cel'eHe railway thengelves sould becin by 
fixing the rate amd that those wae ata aot Like the new 
rate ¢ould then apyoal to the Gourde — 


Sommiesioner angus says obs teed pha af 
avain statube repeoied iv woud sot %6 somet 
@culd be eraued before ths BOUT, they would & 38 «te 
treat thie rate tic same £4 cpher Paes. Ur. BYANS 
ALECBEs ae angus thinka thet for Bele. io take & 
norough & of tiese Lent pages | to give sffeet 
hae A id agigies, sould eat ve 8 
departare f frou bhate Bre ste Seok 


In veply to Ur. Augas’ question a3 to whet these 
priseclples would ba Mr. lvane replies thas to negia with 
¢xe ¥alue of serviees principle requires that they ghould 
pay ut least ouiLeofepookst costs SEC Some wdditicaal 
ecratribation. 
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ays He. and Biose interested would — 
+ have {nd Gut what cut<of—pookss Goste «are. 
merits meee s € ‘went beneflt ef ‘Gab ele etecye Theres 

“as he . Ob Red sgh Lhey would weat to consider. 

ee sretion fuet mentioned by Mr. 

rt role ts s. fn view of eertein aireuervenese 
knee ule en an anport rate lower Shan & dvasatis 

ta of acer go tbenele $m Sp aterc VEBRGGs 
piahe gM Se i arn saeenais 5ol g. There are meny 
eninee ue ghoal@ be etudied and ty fle are quite 
prepe 66 beat atuay anol OF 1a EG e | 


pees pot think teis wourt ean ase Bes Ce! ‘eleser 
to some Bort of georenia mea “bat Geponte how far 
they re wien ht weaty. : 


Wit evans ay OP ele is qua te ny segiel,, ueidedeh 
be anes fet reoomaand f%, 0 ‘eve atudy’ made batore naw 
Pate Bete J iaaclaaeted | 


oaye where aS ae lepgisletion aathoriziag: verre a 
proagdure. 


mae be Uh z 


Ghat rann says an Aa or Pariisment would oo required 


° Yr. wens epiaes that weed ‘aetat pHactioes ia 
sevekentaa 4 tugge gommodity rates today ie for indusery 
be gonsult with fai iways Miron sney have asy rates aS 
alle | py j 

chatraan eee position iw thet the raliway 
re ‘thes ie ¢heiy ewendeents sr@ cranted, Shen 
ages ea) es 8k ‘ ehirets into the anne: goshiica ee otaer 
aa ant ratieayos sould fix thes, wet teat they wilb 
not fis thes ‘tn thts eave, ox Patuer, taay sould 4s 
she B,7.C. before ghey fix the fetes ta hove & GOR. jet 
study msde te see what the ‘yates eugat to te ang they 
neva aoteriel on hend which they are prepe re: 6G aeke 
avalloble ww Ake Bou rd ad attest + ie ‘wanes ihre avans 
vaiake 80. roa pe 


pk a 


ae i ren’ efser iicsieiuaviien ‘with ure Gaflerson 
agrees 83 & graritionts oe thet if amendsenta granted 
ralivey #f11 not fiz new rites tilk after ataay nade 
ay Boerd and O.P.R. wilt gake theiy velunineus work 
papers in tals gonngebios available ‘te the Board. 


paneer? esiener immia eeke if provinees woule be 
ech to reaciva the des: afens of the “ocré or would 
sere he an appeal fexedlately te Parbioneat or tae 


Supreme Court. 
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jw ktod we COO voheaninn re tre Boee wte 
jitehtw Ra ee ha SORE VA. Goats ais be' Ax? ELoup ie aes de 
on yinta “Dee le SAR. Bye. we eave }iet, Lite yawtlan 
) Stee 42 ves len fee Tae? Sere Like «fhe bef: tie Steet ¥e 
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ix. Bvene replies thet they wi¢ght eppesl. Se ia 
merely stuting thet Gere. would be sgreeabla to Lt - 
cannot apeek for the provinses. Only reason Pe) 6, 
would appeal would be in cease of some legel principle 
Witmer! Ham and they would want te heve that 
stralizhivened out. 


Mr, Corson for C.P.k. gubaite follewise 
paragraph to replace paragraph 62 in the cutlined 
su asions OF Gel'eiteda 


“Canmddam Pacific gubalta that « recoumenda tion 
sieuld be sade that jection 3551 of the wallway 
/ ast and Geetion 60 of the fost Office Act be 
-eanended by adding st the end of each section the 
words: ‘wave thet the terms and conditicns as to 
compensation te be paid to the Company shall be 
auch es wey be determined from time to time by ihe 
Boar’ @f Transport Commiesiouers for canadat”. 


‘ws B®. Garson anya purpose of these two amenduents 
are simply to left over to the Boord the jurisdiction 
as te eompenesetion. i” beh ea 


Hil. fart for C.K. it. says U.R.&, arrees te this and 
there ia etatement slone dame limes in their orle?. 


Witness cays there was @n inerease mode In the 
rates for the carriece of gall effestive Mar. lat, 1921, 
by PC. 379. 


“itnesa sayo no inoretve in mail rates since 
June, 192%. Says present application by ralienys on 
Nov. 29%h, 1949, wes considered by Postmaster Sanerel, 
and after protravted correspondence and discussions 
the jostaaster Ceneral wrote to B.T.U. rajuesiing age 
aistanes im endeavouring to reach som. ccamon ground 


-wits Pall waye. 


ir. Gerson reads letter of Gapt. %, 1929, from 
Hullway Asvoclation to foctmuster Seneral requashing 
jnerease fu mail rates. ns 


Witness says he understands me Applic«tion mace 
for inerease in mail rotes between 1929 and 1746). 


Hates today are. the game ae in 1922. 


“itness reade letter from Postmaster Ceneral te 
B.t.0s dated Aug. 15, 1949, requesting Gesisiance of 
8.7.G8 in an endeavour to re¢eh common «round with 
ralilwaya.e 


MP. Caregon replies to Chairaan that Postmester 
General merely asked 6.T.C. for assistance +4 Gh en- 
d4eaveur tO reeeh eoamon cround. There was set statute 


er srrangement asder whieh it was being Gone. 
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Witness agrecs thet /oatnsster General, in the 
fine] reselt, had the Say in fixing thgs¢ rates. — 


15296  “Whtness reads letter froo Postasster Generai to 
lo 8.7.0. im reply te inquiry by Poallways se to wiether 
Board's investigation would be asde unger Order in 

Gounel] stating that this waa not the intention. — 


Lb29y  Peade letter from Pesteastar General to A .ilway 
Asaoetavion dated dan. loth, 1950 in reply to their 
letter of Jan. 4th asking wiat progresé has beea fade 
in applieation for $5} increase in mali rates. ° 


15501 WAth regard to present atavus of application BeTeve 
edvigea that Postesctar General's department are not 
waiting for en offisial rayort fren any of ite officers. | 
ReeO. also States thet ite officears have mice & Vere 
bal revert to Postrester Ceneral's Qegartment and that 
no further report from them is to be sede unless and 
until they eoain reesive a request from Focstmaster 
rete Me Deperteent for additions. information oF 
a7i00. © is Veree ee aS ae | 


* Witness adds that only orening before he saw 
ieputy Postmaster Cenural. He said that he was going 
to addregs a letier to B.T.G. teday insleting upper @ 
formal report from the Board's experts. — | | 


15502  Wetress gives prinaipal reavone for proposed amend- 
ment to transfer jurisdietion over mali rates to B.tev. 
eo followst= = , , , | 

“First, on I have steted, our experience in the 
pest hae been thet there are almost intersinable 
delays i obtaining consideration and djapesal of 
our applications. . | 

deeontiy, ag the Postmmeter Gunarit nimself 
haa stated in Kia letters, quoted on pea 193 
of Pert I of our submission , his Department 4s 
not »xpertenced in @esling with toe factors prove 

- eyning railesy retes. It is avident teat he must, 

‘in any event, enil fer our outeide assiatence. 


Inthe tairé plese, 14 would seem deairabdle 
that the Hoard of “ransport Comeisaloners ssould 
have jurisdieticn over tre reves onargud for the 
earrivce of mail, jast as 1% has farisdiction over 
the freight retes and otper Fates, S60 that thers 
ahould be a proper balance meintolned. This would 
 gveid en inerease ip the burden apon the ahippers 
and consicnees of freight." — ‘7 


15310 «Wenese saya ot present tine railway in dilemma 
over mail retes. Cannot get @ecielon from sayoae. 


Suys thet in U.S. the T.0.C, hiss jurisdiction over 
rates charred for oorrisge of eeil., Thin came about 
as @ result of an avt of Cocgress dated July 2é, i9lo. 
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 itnesa says ton-mile esr ings are higher for 
Sasters region than for the Fr e and Pacific regions. 


Witness saya in Sastern Uaneda, the incresees 
applied to the grein and gralu products not only for 
domestic movements, but also, at the same tice, as tne 
futernati.ual cates were Inoreased, because the at 
ray Penal rates were iucressed on two oocaalone 

ni ° 


ith respect te a]] traffic except grein and grain 
produots, the larger iveresge ia the tact so compared 
te the west could be attributed to the lorger semount 
of iaternationsl and overnead traffie in sostern canada 
then in Wegtera Canada, where there were two lacrussed 
ig 1949, one in January, 1747, amd the other One, witness 
thinks, was effective Jeptember, 1943. ' 


_ fitness says the increase dn competitive rates 
in the {ast would alec be a factor, Seonuse chey were 
increaged 15 por cant, effective the 15th of Gepteuber, 
1948; ond for the firs: eight amd cnewhalf moaths of 


1949 there would be s larger inereese on those movements 
fin thc Zuet than in the West. 


‘Witness refcre to Part 13 of the 6.7. Subsission, ,, 
pages 55450 dealing with horigentai inoreaves, somparing 
U.S. practice with Casadian practice. 


Witness says it bas been stated before this Com- 
mission thet the BeZ.U. have granted pereentage iuerenaet 
fer freight rates without @axiaane, but as in the Uses 
nti ee srésercibed saxiaus increases whieh aay 

Ge wee 


ade Goemissica nes been agked to recommend that 
beT.S. Tollow bbe, praetice ot the Leet. 


jitness says B.7.c. a8 well a% inves. lave, on ; 
eteesions, ande exceptions by way ef erautisg flat 
increases in eents per hundred pounds, or per ton, On 
certain eo moditics. 


Witness refers to Ex varte 125 ia 1936 where there 
were relatively few saceptions ande by the TeGeCe and in 
the cage Of a Vast majority of commodities, flat increase 
ware applied. wey; | 


In regard to the practios followed im Ued. with 
reapeet to these exceptions, witness Says tusie ig @ 
very Gifferent situstics In the U.a. frou that existing . 
in Janady because there are a nusaber of separcie railway - 
goapaniss on whese lines are located, for exacple, 
producing 2r¢as. ‘hese producing creas are competing 
in & gormen market. It is therefore in the intereats 
of the railways tribucary to the producing areas to 
garry ao ough traffic to the common market a3 ean be 
obtained. In the result taere is « tendeasy on the 
part of the railways te stbenot to bring abcut exceptions 
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to flet horizontal sroeutage inereases in order to 
progete their own traffie ia competition with railways 
serving competing produging sress. 


Witness says in the vest sejexity of cases sx- — 
sophsene, hove peaghen*od with the railways themselves 
and the gageptions are set out in the appliestiess. Jt 
4oea cot fellow that the 1.0.0. grants the exceptions 
in the teraus in whien they are a, plied fer. 


gitness says in the U.S, they heve certeia lines 
of raliways whieh earry treffie te the acrket eadeevour- 

to lower their retes and the 1.0.0. dees sot permit 
that beeause there ere other areas producing the sane 
produgts on other lines of ralisway and 1f allowed to 
lewer rates 1¢ would put those other areas anu taese 
other ruhleages In an anfeir position. 


Witness says G.P.Hs ass aude analysie of the 
GVeeisions of the 1.0.0., sx varte 123,162,166 and 166, 
to see how far these exceptions originated with the 
railways. ‘hey analysed tue instances, first tae 
instanees where the @axinan spplied fer by the ralleaye 
was granted by taqg 1.0.0.5 seeondiy, the iaslaaces 
where She 2 am applied Lor by the rallrosua and Ghe 
1.0.U. inaresved the maximum; thiedly, instances mere 
maximums wers applied for by the railroads end the 1.000. 
reduced the sazigues and in the fourth instances *xhere 
the railreads applies for flat pereentage inereases 
witheub mexisam end the 2eVel. sat a ma x Laas 


Witness anys as taere ere caly reeliy two railway 
gystems in Vanada, the other railways being relatively 
iially toerve ie not the gume ineentive for the rallways 
8 Ganada to make these exceptions av there is ia the 

ods 4 q # iba , 


im the opinion of the wiiness tne excapiions in 
the U.S. cannot be aiid to have arisen because of the 
ebjisetion to horigestal lasreases as suen but prineipal- 
ly to vailway and market competition as betweeo aifferent 
proaeenne ayeas served by different raliways interested 
in sommon oarketsa. 


@itness draws attention of the Commission to the 
view of the 5.7.0. in the 21) Gass, Page 65 of the 
Judgment where it says "Strong exception was taken by 
the respondents to @ straight pereentage invurease ia 
freight rate”. Tit. | 

Witness thinks arguments in 21) Case were general 


in character and went beyond the commodities speeifieally 
nentioned. 
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‘xe Evana aays thia was upparont from doard's 
judguent. Yaey set up @ table to say what the dif- 
ferentials in existence were ond sald tisse wers som 
parstive rate Peletlonehipa. } 


15346 Comeiesioner Angus aake if that eontrast between 
@ general proposition and specific eases hus any 
sounterpart in agmewican deeialons. Ar. ivaha saya he 
does aot talak a0. be a ¢ 4 , 


153551 Mr. Frawley says there is no epesifie direetic« 
to the foard to examine the matter of nerizontal inorea- 
908 in the judgment ef the Yrivy Gouneli on appesl from 
21> judgment. : ! | 


The Gheirman saye there is oertaialy nothing 
preventing it and there isa rather stroae intimation 
they would have WO. 


Mr. Frawley gays ia the submiesion of ths rroviace 
ef Alverta this Jommiagion Le perfeotly free and auth- 
eee ae inte the aatter and muke recoumenda~ 
VION. é . he 


15352 re Garson says further Lignans io thrown on the sub- 
ject by judgment in 6% interim inerease where it eays 
at page 11 ander the eaption “horizontal iacreases" ~ 


"ig ip the hearings prior to the deoiaion in 
the 2k per cent ease so in the hearing of tais 
application, the respondcass have vigorously 
eoutendea against the principle of horizontal 
ineresses. At thie tiae the goard * -- 


that is last septenber <= 


“ie not in @ pogiticn to give « final determination 
in respect to this oentention because this autter 
is already the subject of « direstion to this 

Board set} out in order in council Pei. 1467 of 
April 7, 1946, 4s whiek order in eouncil tae soard 
was éirested to meke @ thorough lavestication of 
the rates siructure*® -- 


then it oes on to deseribe tins order in couneil. 
kvidestly the Seard ia interpreting Pt. 1467 sa re- 
quiring it to do thet very whing. —. 


pe Chairmen estates that in any case 0467.0. has 
full power today to decide whether lacreases Suealli be 
porizental or otherwise, end sothing ia thie order in 
eouneii interferes with thet decision. | 


15354 Witness says we fave had cages during the years 
waees there tas been a flat Increase or a percentage 
iuerense with s maximum in Canads, but not fer tie same 
rensen a8 in the United states. 
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says principal objeetion teken to horizontel 
inereages in the 21% hesrings wes from the  aoaboen egal 
ane = were a ott a & becegee: character. 
inves gt vee satedee theb’ the only wey te satiheeia 
competitive rate relationeahipe is by horizontal or 
Plot perventsas inoreasea, 
tg fe y : 

) ltness tative: anes in the case of a@ aieitols 
Laeresse, the limitetion on the amount of increase 
gives the gore distant produger an aetuel sdvantage, 
aiweys assuming the price of hie commedity hae inereased 
by sore than the inorenae in froight rates. 


saya that ite wee schb Vines been pat that any 
inorense, other than a perceptuse inerease, deprives 
a produging aree sloser to the ne pod 6 $he benefit 
of its geographic lowat iow, | ee 


rs dnd ta his eseukes narket: de kway. ihe BAM, HO 
meatier what the priee. Does not think volume would be 
reduoed if price went up. sys there would be just the 
Sane amount of co@ds consumed, unless something else 
substituted and if price of substitutud sowmetiity > 
BOER Up as well, hnere ie neo cif forenga. 4 Os 


« Ritmeas undnks —_ ali over the oounury have 
“ome up pretty much in iike menner, bot bas acde no 
study of thew. 


Kdeite thet if general ineresase in wholesale 
prises did not take pleece there @irht be o disturbance. 


it. is vlow of witness that when lacressing. freight 
Putes to meet revenue needs or requirements of the 
vaillwaya, the only falr way of applying such ioereaas Le 
6G treat all localities and vemmouities alike, otoerwise 
burden unfairly diwiributed., 


Witness thinks free 4 producing point of viue, 
Cntarlo and .ucebee induatries would not be affeeted 
in the seme wey ae industries eleewhere, if the market 
for the sooda was in Onterio amd {uebec. On the other 
hand 4f the producer outside Onteric and .uebee could 
gaarke6 his coodsa in Ontario ead .usebee before the 
inereuas *« if tha prices have Lacrenged oy Lhe Sace 
perevntece, OF BOTs than by the freight rates, then — 
witness thinks he sould Ser tasaly reach Ontario and 

Wubes surkets. Yh alee 


“thinks that in the wey as froight rates nave: 
fone up such @ cmall amount pereentacewise, thera’ could 
be @ eonsidaratle drop in commodity prices eyagvesninn 
affecting fr@eiens wabeas 
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here eeya. if valiearea Lewer aw o bS,. BAe. 
in Teaver Or SURE Geet i ty GPhagine Bhele paves Lene 
sir, Evan@ sugeest6 that if rellwey rates could 
Sevthetaenetatie tee ae and core closely related 
te the inerease in pri 3 Would have hed a very dif- 
ferent efituntion in thet raspecs. 
ir. Evans replies to Commissioner Angus thet toe 
speed with whiet these oranges in the rete level ecour 
correspond t¢ changes in the morket sltust4en, — - 


ir. Evahs say he koows of no way of expediting 


procedure before B.7.C., but thinks 1% is provably 


en administrative problem of the Board,’ Thinks a 
food deal gould be done if he?.G. narrows the Lasce 
down @ bit and steps up the procedure. 


~* “Hr. Svans does not thisk problea of sazima is 
one Of Peally serious importance. Says bugbuar of 
horizontal increases is overdone. In U.S. anippers 
anc railways ean usé experience In pact re horizontal 
increcie, ‘bt railways esnnot teke the tolifative 
where thers is blanket ¢hallenze of herizvontal inereses. 
Sees not think say rallwey, nd matter how #611 disposed, 
eould be diplomatie encuch te appreaeh ricnt ledustries 
first witheut bringing dewn 4 deluge from «11 the other 
industries, Onee make a eove in one direetio: to sate 
isfy one erovup end ‘uncther group, now silent, will 
protest. dsl i | Proce Noth tee 

ic. Frawley for Al arta took isaue wit ur. Svans 
on ground coosumers disproportionately charged. 


ir. Narry for N.B. agrees with Mr. Frawley. 


Chairesn poiaie out‘no Gese submitted to Commission 
where qoRheumura appeared auking semethine be done or =< 
not done, — seven Y ms . 


‘Mr. Covert suggests thet position of ocnsamer 
éiffereat in different lowalities and that ts why © 
they @re not repre santed ada Ola sey te) ‘a 


tip, Frawley gays one Of reasons Ontario ané 
.webee have not appecred before Ctamission is that 
there consumer le satisfied. In Alberta eoucumer 
definitely dissaiisfied, — ms wae 


“tr. Svan’ aska he. Frawley if he is rattiae case 
against horizontal ineraase from consemers stundpeiat 
ang not from producer?s Standpeint, beeause if natter 
approashed from esususer's standpeint you heve oarket 
relationships iavelived., Does not think ingreasing 
rates by horizontal imereasea invelves the cocsumer. 
Gr. Frawley takes tasus. 
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vheirwean says if railways lower @ rate, say, |. 
in carounier bank lovality Widgine their goods inte 
the “algary market, that action aieht be set aside 


if it oy'on Hunt dade tins the shippers im another 
dooality on thot sace line, “hat da the vansdien | 
rule. UF. “wanes sprees, , ? 


‘Chairman #oe@ Gh té say that if favour cranted by 
O.P eR, militates avainat « leoality on the ©.u.8., 
thet is no cround for interference. “fitness agrees. 
gg Ghtimmen refers to proposition brought forward 
oy Mr. Motheses fer “rensportation Cosmsission of 


Bervities Boerd of “rude that is erder to allow the 


interoolonial ‘intiway to sramt lower rates te certain 
localities he would disusscelste it fros the rest of 
the sytem go thet any lower retes granted to compete 
not with ite owt line bat with clner lines should, 
therefor 'y be valid. Mage a 

Sitnegs re ¢qumlizetion of rates aays disparity in 
rates between “satert ond ‘eastern Janada gree 
exageerated., Dealt with tefore 8.7.0. in 1914, 1917 
ete., und aifferenges steacdily being reduced. ome 
comandity milesre sehles lower in Yect then in Bast 
such a8 sand and ersvel, some Risher than in Asst, Eas 
no objesticn to squalization of retea between cast and 
seot provided reyenuc position ef earrlers maintained. 
Wot yet in positicon to aubmit propesed plan ef equad-. 
ization of cinss rates and eoamocliy mlleace eeeles., 


Witness reeds ©.P.R. submission re aqualization. 


phot te ag 


Witness docs not agree wit: Alberta subzissien to 
teke ratesof taper in the ‘eet Oéaause 11 is nore) favour 
able, to take sehedulée "A" and “2" beaauce they ere «. 
lower then Western distributing elase rates, to take 
lowest of “ast aad West Coo ssdity allesge acales and 
then adjust 211 retee apwordes te previde for the defie-+ 
feneieg in revenue resulting fren equalization process. 
Saya improper to slwaya adcpt lowest. If this done 
railways would find 1% hard to losreass ali rates by 
ievesséary umounts and 45 ts andaly ecomplieated. 


Says ooking affective unifors clases Pate seule 
within U.S, e021 appasns a lone wey off. omains to 
be sean whetuer It svur will become reality. 


“Witness suys railways eateblish joint interline 
rates whenever there is reed for thez. see Anilway 
Aes Beotion $36(1) and Section 357 (1). 
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Witnesa reada from C.Pel. sueission re Ioteriine 

ANVEBe é Sie 4 6 anal | 

| CoP oie submits that Gir ienry Drayton complained 

of lorge amount of regrettable duplieation of railways. 
-. In anawer to Gomalasicuer Inais «itaess says this 

condition still appertains but would not went to say 

in what amount. 


Wihtasss thinks that if there were only one 
railway there would act ve seme probles of Intere 
ohenge of truffhe. ce ae = 


*Liness eontenda thai with unified systen rates 
would nos gennrabhy be-noreny +021 lower et various 
points. Hight be stances wiere Fates lower because 
of more dirces rouse, but does not think 1t vould 


affee!. larg: volame of treffis. 


Says Leaving lines ae bhey efe today theresare 
sufficient luterehange points to tske care of traffic. 


Statement by Er. Evans re “reasonable giroulty". 


siteees explains that wheres ameall volume of 1.0.1. 
traffic te be latercianged it would be carted fro: 
ome Station to another and would not send whole esr 
throush. Jt is 4 watter of expeasa and whether iote 
in ear going in same direction or not over other 
rallwaye 5) { 


Witness states that in U4. when they make sileage 
scales of rates they sake thes in the tirst inatance 
for two-line Sauls rather tian onc-line hauls because 
they Save so many multiple hauls, whereas in Vaneda 
we have mere single-Line hauls, ef4 we beve aultiple 
ling haule we oharge Alaher tsan the single line rates. 
pinks thia is benefit Canada has as compered wits U.S. 


Goomissiouer Junis asks {f this psrmits of market 
eoxpetitien on the goale whieh is shiracteristie of 
U.S. Witnesa answer thet he does not think Canada 
St any digadvantege in this respect av there are fow 
important poin ys : Ganada act served by beth raliweys. 


Witness says large percentage Of palpwood willis 
axv@ Lovated uot competitive poiats. Certelna exceptions, 
i.e. Hawkesbury and, Jiree aleata. Hawkesbury fer ex 
alple would draw sll Lis wood, no doubt, sa fer as 
possible fros polats on 0.H.R. because that is railway 
whieh serves it. ) . 
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Gei'eit. makes Joint rates for pulpwood soving off 


| their linus to da served exelusively by C.P.H. = 
Vai wihe keciprocatess 


4 ‘ 


approval of rate chunces vy 8.7.0. = 


MePolle Qatmite that railways siculd be free to set 


rates just as they are today and then 8.7.0. hear 
eonplaiata,: «© by Bt Seo Waban 


Getsile submits that no useful purpose would be 


- gerved by baving Specific prevision sede whereby 5.7.G. | 


would preseribe fixed valcioum rates below which ralie 
ways would not be permitied te «o. . 


GPR. is prepared to have ite Freight Praerfie 
and AcgOunting Officers confer with the teehrice) 
ateff ef the 5.1.0. to review general. principles to 
be used ln Galoulating out-of-pocket costs. Subaite 
this would wecomplish all tuat sould be done «44 is | 
BOt Hecesaary tims taere be any lu¢islation to Sring | 
thie about.. : . ; ‘ 


Wituees wainiedias there have never been any 


@0.plaints of consequence from compatiters who felt 


teey were prejudiced by @ sudden reduction in rates. 


Witness is very much oppesed to any amendment to 
“allway Act which would sut.orize the Soard to award 
reporetion. a seek ; | 


_ @iteeas contends that if on application of shipper — 
allway foreed to raduce rate und aoku reparetions 
then Likewlae If someone ecompleined te G.7.G. Ghat 
a Pate was too Low and Uoard ordered railway te incresse 
it, they should be able te collect Aieher eharrces 
back over « period. 


Witeess aaistaine that if freicht sevad and trang~ 


getion elosed 11 would, exoupt in @ esse of arroer in 


the rete, be asltiher reasencble oor proper te sapest 
railway to aake refunds or co ti some shipper and 
COllesct further clareces. 


eh oie submibs reparations are in essence legalized 
rebates. in Usé. Buippors ean use richt of resaration 
in & way never intended to be exercised. 


(fry Brawley refers to cage where U.S. sovernaent 
now suing amerigan railrosda for a lot of -ceds they 
Shipped te alaska Highway. | 


Mr, cvans points out that even where roliway 
invoived in a tarough aul they heve sever submitted 
bo jarisdiction of £.0.G. te award reparations in 
respect of the hawl withla Genads,. 
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Witness gaye @xperlanee ia bolh Canada and 
0.Se, defore regulation ef freight rates became 
effective, and when retetes could be acde, wae that 
rebates wore obtained algost excluvlvely by large $e 
shippers whose VOluse of traffle enabled them to exert 


pressure on the rallways. 


| Subedts that rame@y of reparuticas is a reaeay 
far too Grastle to .¢ warranted by showing of these 
wae prepess it, 


Witness Geale with C.).8. sumisaion re differssess 
between vornditions cbteloing in Canade and ia 9.8. 
re reparationa, ) Wek ehow be. hms 
eithess Objeets to reperationa being made \as 
fron Gete of application to date of ruling of SsTeGe 
{mient be tares to siz contne). if raliwsy applied — 
for an Inoreass ond rate wou auepeaded raliway would 
lese@ revetiue fer glx aontie 111) finaliy eppreved. 
In feirnesa should work both ways, but public went 16 
to work ocly one way. Sowevar, aera 4 few witnesses 


have appeared wae agreed i: gheald work both ways. 


witness gives views of ¢.7.8,. ve Long Gsul « 
Snort Neel Rul@,e igipote hy ie 


Witness gays there are now about ten iostaaces 
where rate 6 Calgary is grester than rate to Vaneoaver 
plas beekeheul, Dat dn Gheas Gaaeg ralliway does not 
eherge bicher rate in practice. me 


Uitaese cives U.7.1,.'8 asewers to eubsiesionsa of 
iiberta r¢ long haul « short haul diserimination. 


- By, Shepam] for thanitoba eblesis te statemaat sade 
by Kr. deffurson to effect Mauisgbe not supporting 
Alberta On questics of lend Saui « short heal. 

‘tates Manitoba is supporting Alberta. 


The witness deserites differenes betwaen provisions 
iateretets Vomeree ict and provisions of Canadien Act 
on question of lore seal - ehort saul dlsverisiaution. 


“itnees la sonvinged that the sdoptiioa of the 
United tates pragties would work great hardenip 
on the Canndian ralleay» and «4 the game time would aot 
ty auy aubatantial additions) relief t6 shipping 
pablie. 
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Witness knows of no instance where &.7.0. ever 
Aieslloewed « treneooutinensal competitive reie. 


Winese points out that ac it aow atands tae trane- 
eentinestal eoupetitive rate structure bas basa in 
Vestiented by the 4.7.0. on ita aerita and 13 sae 
been established te the actisfaction of the .T.0. 
that the eonditions are sack as tu juatify sek ex~ 
tending the transcontinental eompetitive rate to tae 
intbersedicate palate. Gays aa Sourd Gas ae found, 
reason advanged by Alberta for chancing legialatica 
is aot 2 sound one. | 


Partner points out thet in addition to the trams 
eontinental rates, the tallways are continually 
fiading 16 seéesaury to publienh rates to mest the 
eompetiti . of aoter trueks and dosestic water Lines. 
if, in order to meet suggestion of alberta, U.c. Pale 
were exstabliahe2, 1% would be seeesaury to apply 1% 

@a well te the sublieation ef these additicasl 
aoepetitive rates in all parte of Canada. 


further the situetica 24 between ooh. and os 
would be eericualy dlaturbed inaseuch ac one or other 
of the Lines would be unable to geet the short Line 
alleage of the other between ooupetitive polats 
without first sevlug to epply t¢ the 3.7.0, for relist. 


Witness is therouchly eonvineed oa a practical 
traffic officer tnet the extent of diseriainastion at 
intermediates pointe is greatly exnggerated and in 
few omaes where it aap axiat present machinery of the 
i@s ig aGequate protection. | 


Hitness Le eaavinesd that industry in generel 
in Canada would net be in favour of depriving the . 
railways of the right to aeet promptly uarcculated 
eoupetition without the neeessity of complylag with 
regulations whieh sinkt reealt in breekiss down their 
rates fren and to interwediste points. 


Says in no inatance bas the Koutresi and torente 
rate been applied ss a maxiaum to intermediate polats 
Nisnipes and “est. 


Vitnees gives interpretation of Cereals 98 06 
Alberta's aubeission on industrial leoation and 
the rate atructare. si 


GePeiis submitea that 1t io a guserally recognized 
prineiple thet rates on raw materiale shoulc be lowar 
than gates on manefeectured products. This ls fundamenta: 
to the velue of servies oriaciple in retemekings 


Would not #0 so fur as te asy rates on raw moteriel 
must be lower, out they uausliy are. 
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Witness explains dressed asats are feally fresh 
agate and peeking house products are sured BOGS, 


_ Pitness is of cylnion that to establish a pate 
relationship based sersly on the lesa of welent is 
She preeeiging would result fu an antirely new aystem 
of rate asking. Seeause rates are Mage teday on value~ 
of-serviee prineiple, which reflecta bO&h differences 
is gost of transport«tion and to aona Sxtemt she value 


ives to the artiole by the manufestaring orovesa, 


‘ays alght be that the gompetition whieu the rali~ 
way had to meat would bring sbeut a lowerine of ine 
rate on the canufaetured products. 


Witiess does not believe thet the deseSe BAS ever 
Succeeded in workias out and #iving effect to any 
rélationship based on tie loss of Wight ta the mange 
fucturlag process, ner thet SEY batetlisked reletione 
Ship hee been accepted as of eeneral applieatica in tae 


Uethe 


Witaese adalts that the longer the acu the Lower 
Saremila earning you gan have ana atill have a rate 
$uns is amvensatery bub points out in ease of Li¥estoek 
the Follwaya reduced the rates to assist the precucers 
vaok ia 192i, WRIGS gales earuings wery low. 


tates sabter of the tilatlonehic between the 
rates on livesteeck and rates on fresh meats ana packing 
house preducts haa been @sheustively dealt wlth in se- 
Salled Gmingrs Cawe, reported is 16 2.0.8. & He 556. 


“itness' general eonelusion re Aibertats proposal 
ro 2ate relationships ie that suggeutic. 4s whelly 
impracticable and that ta OLY 406 5.7.0. Sas jurjee- 
diction and will desi adequctely wlth ii tia say given 
GAB « 


vliness seys railway bas elways considered rates 
On Li¥esteek vory low but bas never falt teey found 
Opportune soment to inereaas thes, 


aye Livesteek rates have been Lagressed only tules 
ginee 1921, ty 21% and 6). 
days the general iacréase ia always apsited te 
livestesk rates, | . 


Sitness refera te aubaiseion of Jesketongwan fre 
vemadien Pusifie Line Berths: of Lake aperior. 
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Getells Gubalts that there le a0 evideses that the 
burden of overcoming the di. Vablage provided py 


it 8 opinion er bine Withess thab taose whe 


_ wbates there cas teen ® lerce industriel develop= 
#6nG On the Line bu. wean wadbury ang Fort ‘Llides and 
it hes brought adilions of dOLlere ef U.S. capitel 


“Oes BOt Gonaider thia line arden to Canada 
OF SnyOne elas. In fast it ia Gefinite esset to cane 
sade and wal’ ally : 


Believes if this line hed not seen Sonutrusted 
Berth of lake Jeperter territery would indeed bo 
“wilds nease?, 


*deits, however, develepsent on bide line has 
Hot been sueh as to ease Sitaation ef ‘wilway to the 
POLnG where UACCCRSSare tO ABk Por imerease is rates, 


UF. SVane eakes statement fepprocedure before | 
Leled.. on AOW 4 person whe saa been awarded reosration 
Went sbout Sellecting £8, 


G8 question et interline rates dp. dvans plains 


Bis Ovens Soyo thia dees not apply 8G Jaebee 
ventral, that de « #64900 lines apd SHOP Aave been 
twO-ling rates far Special reasons « thurg RES Out 
wide interesta Luvelysd in thet comoany, 


points aituated in canada and Ucn ander whiten 1.0.9. 
ragelates rates of Auerican and vanedian trucking 
CMapaniles travel lag, between Getaric POlnte ana U.S, 


S873 0 suggention soe. hag GAP JePrisdicticn 
Chea & Vehicle or a eoneern £¢te beyoad their territor- 
ial Limitations, bat this ie tariff under whies they 
Feguiste rates, and they offeativaly fFegulate them 
because the carrier has g0% to come back to ihe Uede 
after delivering load ame if 14 is diseovered he ig 
hot @dhering to tarires S6t up, the 1.0.6, °M@n punishes 
him in some way after n@ Peturns Lome, 
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Sanadien earriera save rights to travel is 0.5. 
and they have to go to IeUeG. If they ere travelling 
intersationally and if they do not eonply “ith | 
eertain gendiiloss they are a0ntrelled by being 
denied right to rum iate U.S., a6 they do beLeve 
ander this tariff. . 


‘itness saye hie uae of word “enregule$ed* acans 
aE Pesuli sted oy the BelaGe 


‘BLGSS wOler garPlers in BsG. say be rezuleted 
ac for 84 commen gurriers are eonesraed but dees aot 
know that they ore regulated lasefar as eontraets or 
private carriers ore eoaserned, 

 Sitness eannet say to vhet exteat sonuercle] 
trueking of petroleum products tn tank LPuSke ancaats, 
Out gareos 16 ia not Large. 


Utaeas pollute out that the CWO seareed osarges 


om Salt 4p balk (iio. 25 and Bo, 40) wena not published 


to aeet araek eompetition; teey were published to eet 
eeinly wetter aompetitica betaue6 there ia no raguleticn 
of water lines le the carrisse ef bulk traffis, 


AgPeCd Gsarges on potroleun products ade to eget 
simpetition frea trucks owned by ahipper. . 


sLtneas believes that the tonnage esrries by 
eontreet Garrlers would be greater than the cousicn 
earcier, beenuse the eonirnet sarrier uwiaclly earries 
a Tull truck. 


“itaess 18 fumilier with ehangss seme of rulirosds 
in UG. heve in alnd with gespeet te eurtealling tueir 
pies-ap ang delivery serviee. This service eer Very 
fast during the deoression period. The soat ef the PF. 
& Db gerviee ice besome sugh & Surden in recent yoars 
that some oarriesa are Witiirewiag from tie aservies or 
@oargiog for it. 


Geis, aS made no applicatios to por has it 
sheuconed ite » & 2 servies, 


SnGwe Gf ne studies in tie raliread thet would 
iadicute ©? & 0 service too expensive to Garry en. 


Hage Garehe Rave adopted sadlway Asaeciaticn 
Subaigsion ra 1edel,. MOVeRGHts welog UsNaRe Sicures, 
sheserleures GF Gels, ond CaPeke would ou FO4G004 01 
eonparahle. , 
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With waies they 


#itnese talnks 16 would se found volume of 
treffie by reliread under fifty giles very azeii 
and between fifty and 100 wiles net very jorge. 


“Stnesa ie aware that in acae inatenees in the 
U3. truck trailers are elaged om flat corsa end carried 
to their destination end then trailer is teken off the 
fiat eer for delivary ot. that coint er im surreundizg 


aren, LOGS Bot ‘know now extensive this preetics, 


Says rallways havé be0R aek@d to carry truck . 


‘$failers on (lat ers ic Ugnhada but on investisation 


found oar-gile revanue ec low as to Se net sonpensatery 
and they would aes sauiGl@ the orarrige 


“itnass thinks 40 geste cer handred pounds would 
BG & PenGonakle rate on erain tron degina to to ort 
Sillftem, waieh fe exactiy doutls whet rate is sow, but 


eaye farsar setting wore them twiee the prise for sis 


wheat thas he got ab time ef Crow's Kest -sreement. 


Witness gays he Le sot sutiing the rate on grain 
froa on meet to nead of the Lekea, that la astter for 
be? Se is weraly asyine be would net thiak 490 
rah “qureagona sles 


Says Ameriean callways stoy «6 berder of tures 


prairis provingces, Sat would uot say this is te 


preserve geastewest a0veseant. oa75 Sele. literecsanges 
a let of corth and south sound Greffie wlth raliwaye 

Gonunect 4% tae border. Coes sot 
auppase Vhay would @kohunee aby wheats 
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15624 Witness shows that the rates for the domestie 
movements on grain and grain products frog and te 
points in the United States are higher than in Western 
RR Be ad 


15625 Witness states toial wheat and whest flour exported 
from Ganada in 1947-46 waa 61.1. per cent of the wheat 
erop as compured with 35.1 per cent of the erep in the 
U.S. “heat export frou the 0.5. Bearly as great as 
the tetel ergy in the Prairies, tut expreased is wheet 
and wheat flour exports 14 exeseded oy quite & aubstan- 
tial amount the waeat crop of western Leneda. 


15630 Witaess cerees export of wadet aore importeat to 
Ganade thea to the United otates perventasewise. 


15631 Hituesa states that the domeutic rates and eaport 
fates fror Soutana, North Gasota to seattle aad rortiand 
are the some. Inu the soveneat of groin to vujuth froa 
Montana, North Oakota and cinnesote the races to 
Ouluth on both domestic and expert apply to ell grala 
moved beyoud Duluth whether to destications in the 
United (tates or in « forelen country. 


15055 Witness atates that there are export Fates on 
gvain te Stlentic sestoard ports that are lower than 
the domestic rates. 


15634 Ur. Svame for G.P.8. Feturnine +) Cenadian - 0,4. 
arain production atatistics assumes that the export 
volume from the Frairies 1s substantially «11 the 
teteal vanedian export. 


15636 Witness states that grein fetes toe Fort ‘illiem 
are both export and domestic rates, and apply whetaer 
the grein or the floar goes te points in astern Canada 
or astern United states or forwign sountriva. 


15637 Mr. daéPherson states that at the moment the 
United states are subaidising exports to tae extent of 
50) @ bushel to feed curope. 


156039 Mx, defferaon states that in 1946 the Great 
Northern Raliway bad 101,754 losced eare of graia 
oompared with 139,221 loaded by the O./.ne western 
lines. Yherefore a substential sevement ef srain. 


Kre MaePherson queries as to the fact thai soat 
of the wheat exported by U.u. is soft waeet - er. 
Jefferson gaintains teis of ne aceount asa the freignt 
rates are just the same no gutter whet Kiad of wheat 
it ia or the grade of wheat. 


15643 Kr. BagPhergon states thet an sereed charge ia a 
upesial rote tha$ you provide in the movement of 
soumedity where you get a guarantes and an avsuranes of 
moving all the treffiec i.e, petroleum producis.eat 
of calgary. 


ae ieetend Sticke: ‘qhaple Te dnenae ‘ol ae cauyati 
wae sot hrayran@osey etd: Petia vate. om eens ‘bene 
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‘Wr, BaoPhecson further atutea that tie serge cat 
of calgary under tha agreed cherre is 12 sents, out 
of Gntario 9) cente, cab of webee 10 cents, and cut 


of Neginn 26 centa. — 


 Saetiftieation for 12, 99 24 10 cents is the fact 
that vou cat olther all or «© gotetantial quantity of 
the traffle, aceording 46 hr. Sastherson. 


Witeess atates that rallweya slwaye willie te 
ea kw an agreed eharve out of becina, Sinalpes, Branden 
or Cabketeon tg seet enipebitiog, tat eanset ¢o wo if 
ne Ole Will make one wit” “nem. ea 


tir. Backnerson sentions there are only two distri- 
vuters of petroleun preducts iy vegine. ar. Jefferson 
acewes thet the rallways hevs » complete somopely in 
respest of crei: that i¢ gent out of the three groviness. 


“tty, BasPherson suggeste taat whes you have @ acne~ 
poly On ail the produet tuat there ia avery reasonasle 
reason fora epeolal rate. qui 


Sr. defferacn Latererete Ur, Macrnereonts reference 
to sanepely oe petroleus products oniy in oo far ag 
agred@ ghorces are eoneerned « Au monepciy unless 
movement govereé oy the acread shatees 


Myr. MaePherace finde that there isa't a aonopely 
on houlise of petroleus producte therefore Pind @ 
apresd of 26 cente and 9p canta. durcests thet re grain 
ex HOPOL« | oe ins 


cues ee ee 


Ur. Maorherson etates in the one case ao far a6 
sa edie sey products eoneerned, price of 92 cents 
ecadee of sompesition. There ie se eompetition ta 
sonnevtion with whaet, but Af price@icle risk®, price 
low Because of monopoly, end alegly @ vase of agreement 


euefireed by Pork Laaents 


OShairaes questions whether price is low because of 
@ soncpely. Tendeney of a gonepoly if ie ether way. 


ur, Baerhersen aprees tendeney the Other way, 
however Porlianent aml the reliwsy entered inte as 
aeveunent in 1696. Thies vereement akin to the egreed 
eharge on betrolem produete. “nus, se fur ae erele jon 
eongerned, willie there la se somgetiticn re treneportat/, 
out of tue couatry, perilewent bas Georeea thet 
tee wee prineiple weuld apply a6 appilea ia respect 
of petroleum: produsta where tease le coupe tition. 


Uhelraen faile to see anelorcy between Croats best 
Agtoesent sud the agreemenG wale: la mude with the 
enicper ef « produce) who slant e@hip by other acona, Out 
mindy ii a reduesd rate beoaume be agrees to ealp ell oy 
RRAA@ 
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&r,. HacPhe aon argues that this does not apply as 
far ud the persén who pays the freicht le sonesrned. 
Ia the ene case they entered into these oereeuents 
bedause there was competition; in the other case toey 
entered into arreements for eced eovalderation, and 
48 1925 in the amendments co tee Nellway Ast, parl- 
iagent hese Gold then that the aume ePicelvle guat 
apoly. 


the Chairman makes the point that these screed 
peer Jb hl for under the Act are limited in 
taeas adda they cen be changed from tine te 
tise ~ whereas tae cnelirman golnts out the agreemeut 
sede in 1697 was forever, 


Mr, Svane for 4.8, atetes tint tae present dis- 
gussion is on tne basis that these agreed charges are 
real monopely rates. The very fact tuat there is 
par) eget indieates that they are not sonopoly 
PAGES s 


Witness doesa't think the resteration of the 
Grow's Kest racee in 1922 laterfered with the Go. .k. 
exgengion proeras om brameh lines in the Preiries. 


Baerhersoa ereues that notwitheatending the re- 
daposition of the Crew's Neat rates, the eoupany went 
on to build new lines. 


Oiseusslae the prices of wheat, \ilaess urgacs 
that an inorease of freight rotes does not negessarily 
geome of of the farmer - depending on world conditions. 


Wr. Jefferson verifies stand of ¢.).a. re sub- 
sidies to the craiw crowing industry. The Company 
rejects any subsidy to the Company itself, but is 
prepared that the industry should be subsidized. 


Agmed by Ur. SeoPherson whether payaent of this 
subsidy would be individually to 250,000 srain farmers, 
we. Jefferson replied tast 16 wae 4 matter of polley 
but if a subsidy waa paid to the farmer 16 cevld be 
pald 46 nis on wast he markets just sa well as it eould 
be puld to the railreed. Ur. Jefferson's sarsonal 
view is that 4f you vay « subsidy to the isiiway Company 
it geans «@ let of work to the Rallway Company to collect 
the subsidg and keep ita books, ate. 


ir. deffersom angwers kr. MecPhersou that the 
farmer in his capacity as a producer would pay 4 
subsidy, not as a anipper. The farmer asy be both, 
shipper and predueer, but in the handling of grain 
you garket 1% through the country elevator and you 
would not pay the subsidy to the eountry slevater 
operator. 
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Commissioner Innis wondere as te U.P. poliey 
with regerd to chenges in rates in relation to shenges 
in prices. kr. twans for {.%.Ke atates that the rates 
should be based of all commodities on the ordinary 
principles of rate-making and fluctuations in prices 
snd vestia of rallway operation, while sot cccurring 
at exactly the same time, Bevertheiless de coscur 
about the same tise and in about the seme Glrecticn 


| Er, “vans haa ao proposal or formula oy which 
rates would go up amd down in relation to prices. 
in fact euch would be & negutiosn of ell the present 
prisciples of rate-making,. 


Gomuiasioner Inais susgeate if there esa a formule 
for flexible rates whieok sesat a rise ic the rates 
as prices went up or a deeline in rates as prices 
went down, 1% sicht devalos to the point where no 
aubsidy would te needed. or. ‘vans replies that 
such @ seneme would put a railway mot On a commercial 
basis, but on a baaia of speculation om all the 
eomuoditica it garries, anc sailways would sot be 
happy under gush ¢onditloas. | 


Wr. Senne for G.P.ke states taat if, s¢ a matter 
of natioausl policy the geverniment feals the westera 
former feeds help, the G.2.%. hag BO Objestion, 5% 
euch help is a matter of poliey beiween government 
and the taxpayer. | 


The Chairaan asks whe suggested iaé rellweys be 
subeidiged. Mr. tvana for Usisek. Gtated thay tne 
Gans iiss Manufacturers Association end the Industrial 
Yeraeffie Laacue suggested some s¢heme along the Linea 
of the Haritime Freight Jetes Act wight be adapted to 
fix grain rates woereby the subsidies be peid to the 
raliway. The Soard should be aole te fix ths level 
of rates on grain, and presumably the difference 
between the sthatutery vrow's Best Paas level cad the 
rate found by the Doard, would be paid G6 the raliwey. 


Gr. GacPherson states that pries of grain in 
1938 lewer than in 1698. Ur. deffersen agress taare 
wers acme short periods when prises lower then 1676. 
Also statea O.P.#. attitude is that Crow's best kate 
anfalr to the saipper of other goods, , 


ir. Jefferson does sot Know box the “est can 
expect to have equaliazetion in rates and still have low 
grain rates. “ante to Know how you Gan equalize rates 
if you doa't equalize all of the rates. 
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Mr, MavPheraon states that eltnough the G.leile. 
dees not Liks the ides of « subsidy, a subsidy of $11,066 
pax Dile was paid in reapect te the building of the 
Grows Hest line. . | 


ar, MacPherson queries whether at the time the 
U.P. constructed the Crow's Best Railway, it aad 
any interest in the Consolidated Gaelters. 


up, Gincleixs for ¢.F.k. enewerlng ir. Aecrherson 
atated that the Columbia and ‘esters Aailway (ihe 
western terminus of the tallway contemplated by the 
crow!$ Nest Pass Agreement/, ami the development of the 
miniug areas of Britiesh Columbia, end the Geis Rais 
duterests in it antedated the Urowts Nest Pave ioreement. 


Mr. MacPherson sontends that go far as the G.i.k, 


ie SOneerned the Consolidated Suelteras wae part of 
tie whole Crow's Kest venture. — nar ¥ 


«kits MaoPhersen examines rererdiag the bridge area 
north of Lake Superior. ! 


Witness says efter 15, inersese of Sept. 1946 on 
gompetitive rates in effect, G.P.k. reduced sose items 
erente-vindser Fale. but says inereases fur catweigh 
reductions. Also some changes ia olassifieation. 


Uress-exeminution by Br. Sheperd recerding Canada's 
ecoucnie dévelopment and the freleht rate structure, 
witness states that freight roses have been of great 
importence in developing Canada. — ! 


a 


My. Svans for C.0.iks ausures the Chairman the 
present systea of establishine and centrelling frelgat 
rates geana one wherein rates are estavlished and 
eoutrolied by the Soard. 


Mr. shepard discusses ths resulte that sicht here 
flowed frou esonocie union with the United states with 
reference to the level ef rate and states the Cel site 
pesition is that level of rates would be tiaher today. 


Witness etates people have wroBe soneeption of 
tho east and west ang north end south sovement of 
Sreffio. ealing With interchange of treffie between 
Western Canada and U.5., the interehance between eastern 
ang western Sanada was more than the north and south, 
but the forth and wouth movement was a very Sharp 
percentage of the total. 


i¢ness makes obove comparison on the assumption 
there was no rallway from Sudbury ‘oe Winsipes ang all 
ereffie from “astern to ‘esters Venada wens through 
the United States, then ratea from Uastern Janeda would 
be higher than they are toaay throuch Canaca@e 


7 


eves ¢:%, eS poend', - 
ae ae i ’ 1% 7 ion a 
felon Be mS ya ee re =» 
: 2.8 sis . B wm 
gH sValedoe # 6 BORE of? wAdL Joa neod 
bw de ian Pe = Ane 6a ; 7 3 “ B 


, t BRS ep. 5 le a a RO 
aS Eee ae AGN.” e's Shee os ky 
2 pd 4 Sd . — 


BMS -\.9% 


oe 2a tie oan - 


nia L00 it 
OLR 2 ptyers Fo aha baile ’ 


ellen Oo OH 19% oh Sey « 0 ‘adatdtell 
‘MO sabe Saw mrertent, egos. nde as 
Pine sascagonct oNou eons it 


wae agbive owe Ralirimen Renlench eomrailtoet a ae 
pomp tcasbagee 


a0 2 Bee reer %s gos te seven Tat were 
SEE ashy Swab oh ies 124! stm “Oris Pease 
> gonestasd a yee HG. TS ateea. ovis 


n atebdas fe at eeynto expe ote. pret sore 


dbiphul-pekbisigne Dtequak 2/2 Yet aidsmeteeneances? if 
woes efus iyleet ass how IKeOLyR obneanve 
“ep re seed CFar *edot Halwrat feds setatde etoatty 
shina paheoloteh af wrandgaqnh 


‘ede Miwileal ed? eeineiw sh, Sec VOT amev? sul 
$63hwx1 poliiorwtacs bas madtaligcéwe lo saseye tneee-ts 
| cua ‘temp ovmmras As Vet alvtodw €HO ehaex seder 
| shane olf go bollorsnce 


eres inti? dead ‘adiants was Betepvels ftugeay aK 
fe @o/ ete bodied elit utte cow oheunavy tovt Kewalt 
shies? a6) DOTATE ban vogmx Yo level oft cy senyietog 
ae ‘saeeay tt piven earit To isvel sade <2 wabddnan, 
“te Aol 2go0nK00 anew de aigesq eeiedy. acent tr 
se eatess 2am ite funnest bat ame ons 


PQiiee 


evil 


olfer 


ayes 


15726 


UsTel 


ib}22 


13723 


L572b6 


13727 


Sc, Shepard states that if sueh development had 
taken place (i.e. aovement through U.S. to seatern 
Vagada) the whole esonamis pattern as it progressed over 
the years would have beea very aiffereat, could not 
S87 whet Freight retes in Seatern Cansde would be today. 


ur. deffarson agrees that if there was a tree 
wariff between Canada and the Uese, shore alent be 
Bore trarrie between Seatern Senads and the U.S. 
than there ia today. . ; 


uk. Svane for U.P.R. atetes there save oer 
larga representations made to 441s GOumissicn who 
Sugeest because of the economic and rellway development 
of vahade as it is, and because of the tarif: poliey,. 


there aaa been « fereing of traffle tate the east and 


weet channels, and the people of Sanads Aave bsen put 
at a dissdvantece ia respect of transportation ¢harges. 


ir, ivens further states thet Prefessor stewart bad 
put it this way - the people of Ganséa had paid. 
& very great desk for the privilese Of remuining Canadiarz 


ihe Ghairoan interpreted Yrofessor Stewart te 
ean taat if we had thought only of rannine our 
rallroads sorti and south, Our Gurket would not be 
Gastern Ameriva or Surepe tut im the Kiddie <cat of 


kts iVans states that the C.F... has twe positions 
On this metter firatly, that the leportent treffie dees 
Bove 685% and west whether through the U.o. or aot, 
ano seeondly, if there was econcaie union WLEH UeSde 
the trend of railway rates and costs would bheve been 
felt wore greatly in Canada shan {t now bas, and we 
WOULS probebly have gone aloar with U.S. and Bad Alghar 
Fallway rates rather than thet they should seve Lower 
GHG. 


Mir. Ghepard beliwves there ig no use in apeculating 
06 this situstion beeause tha development of trade 
bas flaed a pattern wiien is soins to be fellowed ia 
the future. 


Mi, shepard for Manitebs recognizes that whatever 
eccacmié and gecgeraphie disedvanteges resulted from 
ths tariff? barriera im building ¢.P.K. aust be accepted, 
bub dQ not went diserimineticon in favour ef or ageainat 
e@ay area in Csnade. Maintain there is discrigisation 
in favour of dastern Caneda as aginst test on the 
eeberal level of rates, . 


Witness serees that femeralily pate levels is U.S. 
arg@ Bighar than rate levels in Canada, 
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Witness states that reason exhibits show that 
rates in 0.2. #0 mich higher, because 7.5. railroads 


have had se many increases eo mich guicker then 


Canadian railroads. Cenadian costs have gone up auch 
faster than we have had inereases in freight rates, 


eitness agrees that to make a meanineful eom- 
parison of Canadian and U.o, railway operetions neces- 
gery not only to compare rete levels but also te 
sompare the costs of operations in the two countries, 


“P. Chepard asks if terminal eosts would be 
higher in J.5. generally than in Canada, ‘“itness says 
in large centers like Wew York and Chicago sosts would 
be heavier, thas terainal costes would be a factor in 
higher cperating eoste in “.5. 


Witness dées not azree that « higher standard of 


service in 0,5. contributes to a higher cperating coat. 


in '.., mainly because they have a higher volume of 
traffie, 


Sitness says route eireiity in 0.8. would not be 
an tuportant faetor in inereasing railway costs, per- 
haps on the ¢rester volume of traffie it would have 
some bearing. — viper 


mr Shepard states that in 0.8. only entitled to 
charge short haul rates, when goo@s have to be hauled 
farther than neeessary, have to maintain a lenser line 
and use more fuel, The Chairmsan concludes that the 
proportion between the costs and the rates ig 4ifferent 


‘from what 1% should be for the shorter haul - which 


is ir, Shepard's point. 


hegerding differences in freight classification 
batween '.5, and Ceneda, tir, Jefferson states that 


more traffie aoves at commodity rates than at class 


rates, perhaps not even 25%. moves at elass rates. 


in any Pate comparison, witness says can make a com- 
parison of rates on a given commodity between any 
humber of points - age same distance and sane 
eonmedigy and eompare rates in two countries, 


aD, Sheparé suggest another factor in any rates 
couparigsen would be the type of terrain and general 
slimatie eonditions that affects setual operations of 
the Fallway. The question of traffic density is 
another factor, as ie labour costs, “itness agrees. 


Sr. Chepard examines vr. Jefferson aa te the 
fellowing hypothetical situation. ff traffie should 
drop beeause of competitive changes, and because of 
rising costs expenses did not drop, and as a result 
were not making a return on investment and required 
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@Ltiness states that reasoa exhibits show that 
rates in U.S. a0 much Sigher, sechuse U.s. reilroads 
have had ac many lacreases so mugh quicker thaa van- 
adian rellroads.  <cnacian Gosta have gone up auch 
faster than we have had iscrea.cs in freight rates. 


 «~“Witmess agrees that to make &@ meaningful comparison 
ef Cassdian and U.S. raliway operations necessary not 
only to eompare rate levels but also to compare the 
costs of operations in the two countries. | 


Ur. Ghepard asks if termiaal costs would be Aigher 
in U.S. generally than in Canada. <itness saya in large 
eeatreds like New York and chicago Gosts would be ieavier, 
thus termical eosta would be « factor in higher operat- 
ing costa in U.S. , ‘ 


@itness does not agree that a higher standard of . 
serviee in U.G. sontribates te @ Aigner operating ooat 
in opens meinly beeause they have a Aigher volume of 
tra Ge , 


sitneas aaya route ciraulty io U.o. would sot be 
an inportant faster in inereasing reliwey costs, perhaps 
ou the greater volume of traffie 16 would have sone 
beerings . rig’ “? 


Br. Shepard states that in 0.5. omly entitled to 
eherge short faul rates, when goods have to ve hauled 
further than necessary, Save bo galatein a longer 
line and use more fuel. “he Chairmen eoneluded that 
the proportic.. between the ecsts and the rates is 
different from what 1% should be for the shorter heal - 
whieh ta Mr. Shepard'a point. 


Regarding differences in freiget claasifienbion 
butween U.3. ané Canada, «x. dsfferson states that 
gore traffle moves at commodity rates than at oiass 
rates, perhaps net even 25) moves at class retes. 


In any rate comparison, witness says can make @ Gom~ 
perieon of rates on a given Goumocity between any augber 
or ,Gintes - aze same distance and sae eomaodity and ooni~ 
pare rates in two countries. ; 


Ur. Ghepard suggests another factor in any rates 
comparigon would be the type of terrain anc general 
climatic conditions tact affects actual operations of 
the railway. ‘he question of traffic density 1s another 
fector, as is Labour costs. fitness agrees. 
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y, Sheva. | noa kr. Vefferson as to 
the cel towtae hypoth ieal situation. If traffic 
should drop because of aompetitive changes, and because 
ef rising costes expenses did met drop, ana as & 
resalt were not making a roturn on investment and 
required assistance, two sltarmatives open: one, 
pursue course of free enterprise end go bankrapt, 
or aacondly, because C.P.H. eaeentieal fn national 
economy, 1% probably would not be allowed to go 
bankrupt. Sr. Jefferson makes no comment. 


 «‘ Witness says prineivies of rate-making ot present 
leid Gown in Railway Act and deeiaius of Seerd aa 
earried out by the reliways, have stood the test of 
time, and thinks any change would hurt Canada mors then 
it would belp Canada. 


Begaréing rallway's monepelisiie position with 
referenes tc long haul and bulx traffi¢, vitaess pol ats 
out mach bulk traffic lost between the head of the lakes 
and the Gulf of Jt. Lawrence, and betweea the Pacific 
Coast and Sastern Canada. 


Witness atates traffic lowt dus to track and 
water competition between Jastern and ‘estern canada 
over the Great Lakes and over the Trena-Ganada Highway 
from Fort “Alliam West. Gietes raliways heve not the 
seme monepeliatie pesition on fraight traffic, thet they 
had fifty years ago. Mr. Shepard agrees. 


Regarding greater flexibility and freedom for the 
vallways in rate-making, witness says reliwaya would 
like to have the opportunity of meveting eompetition 
je ig tra to make sereed charges on published 
tariffs. 


“itness ssys would not need greeter flexibility 
if thers waco the seme stability of rates with all 
other modes of trenaportetion as there is with the 
reilroods. 


Questioned as to whie» aethod would suit railways, 
that rellways be exeused frow flling teriffs dealing 
with o apetitive rates, or thet railways' competitors 
be oompelled to file tariffs, witness orefers the 
latter. 
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Witness would prefer to leave rates including 
rate Levels, subject te eelling pleaees by Board, 
up te railways subjeet to review by 5.7.0. on complaint 
from Interested party. | 


witness says on Pavenue basis standars sileage 
dlass rates eurry 5%, eompetitive rates lo}. 


“ituess serses that for twenty years 4.7.0. and 
ite staff were not converned wlvn aettera waich normal~- 
ly come np iu m gonersl rete case. All commissioners | 
aiffevent ln 1946 from 1927. some chief traffic officer, 
“taess not familiar with type of expert assistants B.T. 
Ge hag On ites staff. ' ; 


Witness adults that Stetement “The level of 
competitive rate is not sei by the relleey bat come » 
petition? as set out ic ©.P.Kk. submission is act strict- 
ly true, Asliwey makes rate after attempting in, its 
om judsmant to deelde the level shey should be at 
to suet eoapetition. eally do not set but gest the 
Petes, — 


Witness says that in case of eonpetition reiiway 
would not redues rate from 25 cents to cOcente If it 
did sot feol it would get wore traffie at 20 cents 
than af 25 cents. . . . 


Witness reviies to Chairmen te say thai if rallwey 
had monopoly and trucks took it away would reauce rate 
to 20 cents. “hen 14 would cut some businesa, ‘Khoress 
otherwiee would get sone et all. Hes lees revenue at 
20 eante then at 25 sente if 1% eould hans on 16 @11 
the business, eat fact is seuld hold om to none of 
ite 25 cents because of ecmpetition. 


&s to sububesion of G.r.de that eommunity in 
whieh the railway does not have to compete with other 
traneportation ageneies does not suffer when the rail- 
way established competitive rates ln snotver area, 
witaces agiuteine if no competition rate would remein 
at sich level. | 


agrees that if raliways do set eeet competition | 
in competitive areas the deficit would be uli the lerger. 


tianitebe objeets that if competitive traffie 
jnereavas substentially in the fulure, does not seem 
fair that people paying the long Beul traffie shearges 
should be indefinitely expected to pay sore than ordinary 
return on thet rérsffie in order to meke up for the 
souewhat depressed return on competitive traffic. 


Does not sugges. rallwsy's competitors gahould be 
nandleapoed. 


Shepard for Manitoba has RO BOlubion for competitive 
provlem. 
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Mt. Vina points out diffarenee between Kaatern 


afd (G6tera rate levele now pregtivally rething. 


a2. Gagpard gaye problem ia that rates in some 
petitive area pushed dows and in nen<coupetitive 
area Talaed. Lentt sey what to do with thle situation 
but wants to «ake sure sompetitive rates ara compensatory 
and that facreases when they take place, will nes bear 
-eoapetitive territory. 


806 BG’ ereiy O01 neR-comp 


Mr. Shepare abates further that if volume of 
traffic does nob change in same proportion dest and 
“Gst, rate le¥ei Qunparlson would be out of line. 


‘ “Bry Evans polata out that dast.is pretty welh 
ida, ae truek goapetition whereas (esi is still 


potential. 


C8 QWeotl.o OF gompuring soapensatory chorseter 
of conpetitive rales by taking railway'ts everape, 
Kr. Svabs saya that if they were to take ¢13, 000,000 
to $15,000,000 revenue fron Crow's West rates, end measuz 
it eculnst the togel, amount of eompetitive troffic, 
you would fim inet ene lism is oo big in reletiona 
to the total thet 14 would 4reg down the avercce of 
ail competitive rates. : 


Cigtulealoner Innis eonelders thet the study 
prejudices the reade: because it takes only » small 
eavrle of the competitive traffic amd pays little 
attention to rates which are below the average. 

‘ithess sayu diffieulty ia thet you can't find com- 
patitive traffic where garesile sarnings in any | 


cages ars below the average. 


_ Somedastener Innis aays if you eantt find many 
below the aversce, then there gust be a very fae 
above the avVetare. 


witness says there sare a let above the average. 


Tommissioner Innis thea wants to Know how you 
ges tas average. 


mt. Gvans explains it waa traffie weving ut iow 
rates; when you eonalder the traffie meving at 4.6. 
graing Pate and liveatecsk sate, saugh rates tend to drag 
dour the avereace, 


_ GConmissioner Inala wants this breucht out. 


“ fir. Evans agrees that these averages have ali 
tae Weaknesses of uny sritimetioal avernge. 


“he wliness contends eompetitive traffle seleeted 
is representative but is unweighted for the volume of 
traffie, beeause they could not de it any other way. 
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siuness gays he has wede no similar study re 
jutersaational rates and apeclal ceoamodity rates. 


Mr. Shepard pointe out that 1.o.l. treffie 2,66} 
of total tennage, but 17.04% of total cars in 1948. 


Witness says we all know that way freight oars 
in themselves de net pay, vai you have got to cive the 
service . Cowld sot isereave rates where Sod wey 
freicht cars and not increase on the same traffic 
where you bad merchandise cars (i.e. from Toroate to 
Montreal not stopping em reute). Can't laprove earn- 
ing On 1.0.1. traffic sxeept by forbidding eompetition. 
Sut are trying to mee) competition by agreed charge 
and £UD. Fae so idea of amount of 1.0.1. traffic 
moving tnder clesa retes, 


éitness could mot suy how much 1.¢.1. traffic 
4s cumpensatery and how mugh not. Agrees if part 
non-ccapensatory, ciher ehippers have to maxe it up. 


On questicn of branch line way freights being 
non-soupensatory witness gays it ia Hot rates themselves 
that are nonecompessateory but the volume. 


Witness seya way freighte on main line aay not 
pay either vat lesses ere not so striking. 


Bvana pointe out that added cost of a way freigat 
ear on & train with carloads of freight is very small. 


iliness esya agreed charge aust sover sll or 
a substantial portion ef traffie aoving to «11 pointe 
served by the railway. Oo sot sake am «greed charge 
merely between two points. If a large part of tratfie 
goves to a soéiat not served by railway at all, of 
gourse this is excluded. Kight reguire thet aan’ 
ghip as far aS he ean by Meili. 


C.Peke Had argued that westing of jurisdiction 
ef Crow's Heat retes in &.7.t. is nesessury in 
order that rates may be just and reasonable for other 
kinds of traffic. “dteaessa says if grain fetes had 
been iu with other rates aubject to 30% applieation, 
iustead of a 21» inereese coming oat of the judcment 
would heve been caly 16)... Of course tails aseumes 
cele. Wowld bave been content with sam¢ gross Fevenus. 


If Grew!s Hest out under board witness does not 
viewalize a reduo.iou of rates lu other traffie because 
GebeRe REGUS MOre money and are applying to 5.7.4. Bow 
for an ineressd. 
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15621 ur. Shepard for Manitoba says formers in west 
Le are not complaining (except s¢ to discrimiastion 
15822 regionally) that rates on obaer inverted commodities 
hich just because rates on grain low. 


L5eca Mr. Shepera asks whether fact only two railways 
and in caneda sompered several in U.8. does not mean need 


15625 for careful regulation. 


Lénese maintelns that the feot that thers ere 
oniy twe raliways Coes net herm the consumer. 


15626 uxhivit 17. shows increases in freight rates 
in Ontatie and “uebec compared with Prairie ‘orritory 
ana Pacific “erritory of 147%, 97) and $1» over 1714. 
“hia is tu sssusiption preper relotionship existed in 
1914. ‘xhibit assumed each ejaalled 100. selctea te 
ghandara ailecee rates enc bevs more goanetition 


$odn y e 
15633 er. Svans says reilway gets prior approval of 


@.T.0,. before rete becomes effective. B.5.Ge supposed 
to see that no unreasonable rates ellowed. whereas in 
U.S. reilweye file rate, it is prima facie reasouable 
and aan be atiseked at any time. — 


15637 tir. Gmith for Neva Seobia polats out that GsPeie 
and nave subaitted that practice of 1.0.0, in respect to 
15636 exceptions trom horizentel {nereases is aot sn authority 


to be appited in Canada, because the reilleways then- 
geives in U.S. are responaitie for the prectiee of 
neving @zceptions te horigzental increases. “hey aise 
subeitted that this was largely aveributable to fact 
that thare were a nugber of amall railways du TeGe 
who wanted to keep industries located on their lines. 


Wr. Seith orifices out that meny of reilways in Usis | 
very lorse (i.e. N.¥.%., “ante Pel aud cover wice 


territory. 
15845 ar. Saith points eut that 1.0.0. dn 56 1.6.6. 245 


(1920) where objections to Rorizental inereases stated: 

“fre adeption of speeifie increases in sents 

per unit instead of «4 percentage inereese Will, 

ef ecuras, miintain existing relationships. 

However, the sarriers almost uniformly opposed 

this method, and it is not generally advoouted 

by stippers.” 

No exceptions were allowed. 


peas ) Witness agrees that 208 1.6.0. (1935) woo first 
to @ase in wileh applicants themselves propesed ceneral si 
15656 axcertions fron horizontal ineresses. 


ur. Smith says in this ease applicants were 
substantially all Clase I ralircads ih U3. 
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ur, Smith quotes froo decision of i,0.0. in 
270 TeteSe (1946). | 


Witness agrees with statenent in that decision 
that the applicetion of « percentage increase in retes 
widerns the amount of differences beiween bieh end lew 
rates, bat does not agree that this often occurs to such 
an extent as to exolude the long haul shipper from 
the common Barket or to compel him te reduce his prites 
60 that he bas mo profit. 


Does not apply 60 Cenade because price of goous 
has gone up. If price up 50» and freignt rates up 
20, lene nael shippor beter off tian before. 


Bee Gedth eontends that 1.0.0. 270 elearly indiestes 
that system of exceptions waa one eaployed in previous 
rate proosedings by 1.0.0. and did not originate with 
railways. 


witness replies thet if you coaparea railways’ ap- 
plications to 1.0.0. with the decisions of i..t. 
you will find rellways asked for « lot of exceptions, 


Mr. Gwith refere to 276 1.0.0. (1949) where it is 
stated as followsa:- 


“With very few exceptions the attitude of the 
shippers and public bedles sppeyring as protestants 
ia one of foraeful opposition to any further 
{neresaaus in freight rates and charges .«..da general 
theie positions show the diversity of interests, 
borne out of eompetitive relations between 
levelities and alao ae between commodities that 
have characterized every guneral rete inerease @a86 
~~ magnified ia intensity aa the sanulative 
effecta of previous inereavas, and preaent proposals 
are felt sharply.” 


Witness agrees thai Comalaslun there referred +0 
position taken by shippers, but esphasizes taas in 
this case (8a parte 160) there were few exceptions 
granted in eoupurlson with Sa perte 166. 


Uitness swerees Sx parte 146 applieation for on 
ingresae in rates was made in 1742, and ox parte Lee 
in 1946, but because of war Sx parte 140 was suspended 
and then sventuslig in 1946 two applieaticnus came on 
%o O¢@ Heard teogeiuer. 


Agrees exceptions referred toe iaportant commodities 
an’ heevy traffie sovemente suck «4 grain, sottoa, citrus 
fruits, potatoes, cattle, sheep, feed, iron ore and logs. 


Witness geys situation in 0.5. no differeat fron 
this eounory where every shipper sas right to appeal 
to the 8.7.0. re exceptions to horiazontal increases. 
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15063 


| ee vans refers to 270 Beles (1947) where eteseds- 


| "Gontrariwiae, shippers losated ao that their 
srattic aeves shorter divetances, pay or absorb @ lower 
basic rete, end are subjected to « lesser aucunt of 
{nerease {f the same peroontege ia applied to their 
retes ae te the rates charged tae soupeting long-haal 
shippers. This stvantage they consider ag juatiy due 
te their geoeraphical sitastion and #8 preperiy to be 
inaketed Bpen by then,” 


- ‘Nee. Bvans refers to 2466 1.0.6. it is op the 
BAge oth but says “decisions m.ve bees adjusted to seat 
needa of commare¢ and industry 28 we Saw tho ia partic-e 


uler proeesdings.” 
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Witness gannos offhand refer on 3 any eonpetitive 
rote whieh ia jastified becouse of the direetion of 
traffie covement, whieh was one uf the tests compengat< 


pe Me rn . 


ya heavy flew of truffie fron Caizery to aegine 
andi want of bagk<-iaul in Genk cers «ouldm't make 
different rate en arude petro’ @um happening to zo 
— Regina te Calgory. 


ii tnese explains ey denaity of traffic in tais 
eonmetiion refors either te deneity of sovement iteslf 
= Geasity of ocvement oa thet pertieuler section — 

Y Lines . 


bitnesse saya if lieht deneity and oreated sore 
traffie for the line without additions: tealaes, rate 
wouid be lower, Gaye So hae so portiedlar rete in gind. 
#ould act any lowevalued traffio not paying ite 
fuli shere oF the overall aust, but oaiy that it ise 
no’ paying 4S lorg@ @ ehure. 


Sitness serees eutemoulle rete ciadsor to Moztreal 


“Yackle per per 100 los., gle trom Goo te Bontreal 27 cente 


or lose then one-quarter auto rate, Sut car elie eorniag 
2242. veats on gautomoesiies eonpared to 46.5 oc sig iron. 
won" aay vig iron La gexntrlbuticg leas then ite 
@iare when you ¢ompare 14 with @atoasbiles. 
@lteess would have to enew cost Of service ~ such 
rumbling around os witness Reepa Aedying. 


in @omneeticn with prosesa of aaking apceial come 
wodity rates the witness says railwey determisee waat 
wetes are charged G@thor sigilur industries on sane 
gounodliles for sane or siallar sovaesents. 

Aekde frox competitive conditiens wo@ld give the 
S06e Late Of pUlpaoed ~ Gee SUF Hero ih Seatorn vanads. 


 Beuld aot give preferentinl rates to ome shipper 
because it ie against the law and would hove te aake 
game reduction to Gtaer ahigpera im aage position, 


Nitnes4 says would sorsally give two suippers bre 
— whether or nou they are @hipyplae to a soamon 
Bas . 


Offheand whlitess canact tal! of any rete in ‘estern 
senada putlieked for the «@96an ocurlpose of agai ating 
ao iadustry a$ thet :olnt te the ezlasion of other 
ehippiog ta. ~ Ny doutt teere sre some. 

is se@tiing fates 80 help a ahipger, must refer to 
ll shippers of a portioular scamedity «6 a “hole. 


“— : 
“a 7 
ty sipagalintitess iiie ely” ia s 
7 - oe =" ; iq “@? al! ~ 4 , wan “ties 
; rhe % ha Wabteb wheal’ a thes 4 
“a i? ‘ ove . . e 


: ee : ‘0 oe: + : “0 
ail e ee «: gi tues aie 
amid: Be. | we ¢ . oy 
r] h +e ‘a a ra af ‘ 
| ; > 


wa oa ear tits ted pene o % 
Rosia & tyes 


* 
ne 


“Gadetnon os sand 3 * | bat 

avian Src ot nee Ctl ka, gab oe ar. 

> Boone ih. Xb og madly & 1°. hate i 

al aiy a0 an iy a Ser hin ae ddan SS Az 
aed oat uel 9 déndivisot af cost Rio ee Pa 

e wee i, 


mee Lotecun gulten og hten 
fod sealomades tits in t my to ie Sp a) 
eee ad gellar as madly ei a it ot: 
a Wil aed hea te eo ae 

aati? evke # eyly biden acs gititers aye ers ae 

CLES soe ~ — | 


sweeten oo OF ettort 1a, tg 
etm of svat Alvar ban wet ey 
ee hé Bear, erases wack see waa 


pea 


a prop | 


i 


jedi So aad 7 aves, ess ae at LD 


Egy oP 
ot aot ton cea Lerra § i 
slate » ve ‘be oy ke te aten 


159e7 


15926 


Lsge9 


Lp94e 


®itness does not reoell any cases where the G.!.B. 
aad the C.N.K. would have opposite views on the principle 
of rate aaking. 


Says each railway could use its own judgment, out if 
he waa making @ rete on a commodity fron sone existing 
point of production or some new point of production on 
the Sei shes at @ lesal polat on the C.r.eHe anc the 
product wa to go tea & qoumon garke$ euch as “insipeg, 
and there waa a similar industry at a local point on the 
Gellede, the GePoHe world in seking rates for the industry 
on ita line recognize or give some resognition to the 
rates that were in effect from the local point om the 
Velie. to “innipeg. 


Witness says if shipper eompleing rate is not just and 
reasonable onus is on him te prove it. 


Mr. Frawley fer Alberta aske how railway seasures 
rete when shipper eleias it is unjust and unreaganable. 


Mr, fvanea explains that railway looks at cther rates 
aa a basis of comparison and then tries to see of rate 
reasunsbly o.mpenautory. 


Witness says that sayone who coaplains to 5.7.0. 
that rate is enreasoneble must mako cut their ows 
ga. and railway would hove to answer it. thether 
er uct they could neanswor it simply by esying Fate was 
less than standard allesge eless rata would depend 
entirely on neture of complaint. 


Mir. Frawley says rete on asphalt in Ontario and  uebes 
is seme as (oat for 75 wiles, 2 sents more at 100 miles 
and 13 sents sore at 500 alles. 


witness says complainant would Bave to show there is 
gompetition between the skippers 4e the tao areas. Rates 
and eenditions are net aiailar aa required in Section 
314 of the Sailway Act. Are not on the sage lins or 
rouse if they are in two segiious of the country. 


Witness says fro. operating and climatic point. of view 
railways is Sorthern U.o. very similar to those in 
aeecere Camadee Says the siuilacity epplies ghrogchout 
Janadhe . . 


Mr. Prawley draws attention to fact that in wage 
disputes raliways hud said genditions between U.S. and 
Canada were different - different density, vaiue of 
éollar, dependence on world trade. 

“itness replies that on freicht rates he snows of ac 
better somperison than with UsS-. 
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15968 


15794 


16001 


Long series of questions re possibility of errors in 
quotations and shipper in Albarte being charred the 
published tariff from Yerento inatesd of rete to Vaneouvr 
plus backhaul. “itsese says of ccuree Ae could apply 
for a refund. My. FPraviey says he might not know of 
situation and not apply for a refund. 


Witness says rate on tanned goods Yancouver to Torente 
$1.40, Varnon 1.40 SPOGkS $2.09. Yiret two are 79, 06C 
pounds minimum end lest 40,000 poonds miniaws, Heve 
water competition s% Yaneouver = peosaibvility of shipping 
from Vernen to venecurar iu order to take advantece of 
water competition, but have added notaing for ecai of 
rail hawl from Yernon to Vancourer. 


Jay's reiiway has never been asked fer same woke fron 
Sreoka as from Vernon. 


Yitness says lumber from interior pee lower rate 
to Toerente than from eoB ot. 


titness agrees Vernon gan has oo legei richt te 
Glain Yanoonver rete ~ it 15 a volaptary extension. 


Vernon and (reoks are not shipping the sese 
commodities soc man st -reoks is net hurt by lower 
rate from Vernon ~ le set actual detriment because 
there is no eompetition. 


Hitness then agrees the low rate tende to keep industr 
going et Vernon and therefore furnishes freisht to the 
railway en long-haul. 


Agked why he was nob e Sontae ene about the infant 
industry at Drecks, witness suys there sight aot be 
the necessity for the same rate from Sroecks ae from the 
interior of &.¢. Thia necessity is aeasured by whether 
the seme goumodity is being skipped. 


Aylmer ha sase Pate to Vancouver 43 Montreal - truck- 
ine shares fron: Aglmer to ‘rieau is abserbea by Canada 
3.3. Lines, but even then there is the eos. of carriage 
to Montreal. Moreovs: ogean rate from Wonsreal is 
balow $1.40 which fie the amount the raliway sharces 
from both Kontyeal and Aylmer. Are @ walizes mrtiy 
because of market eoapetition ia Yancouver. 


Ohadraan says that is blenbetine the nearer sen is 
paying wore then he cught to pay at fires sighs and 
far~away man is paying iess. 


Hlanketing pute supplicra om the same basis freight- 
wise in a common market. Also wllecge by «anedien 
railways from Montreal and from Windser to fort 
#illiesm is approxisstely the same. 
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16010 ur. Frawley says & group of senneries in Southern 
Alberta at Tober, Magrath and Lethbridce are very 
elesé together bub are not blanketed. 


Leol1 “Giness replies that ralleays have not seen the 
| m@ecsessity for 14 and it ie up to the railways to decide. 


16013 Witness says sone transcontinental ratas are te meet 
sompetition from Zurope - other rates to meet compatitio: 
fron Galifernia « @.g. empty bottles from Hedeliff te 
Vancouver and from Galifrosia to Yancouver. 


16014 Witness explains Crest Northern runs late Vancouver 
to on ite own tracks, but no Aeerican railroads inte 
16016 Alberta. If they did run into Alberte rates misht be 


higher then on purely Canadien roads because American 
rates have gone up oo muen. 


16017 saya rate on Galt from Western Unterio to Vancouw er 
redused to seet eoapetiticn from California. 

15027 Witness knows of no anaes whera B.7T.d. has set aside 

te & eoupetitive rate because 1% is too low, fnows of 

16031 no one who sske@ exeept one of Stebmahio lines and oa 


an agreed charge; and another ease where one Steamship — 
| eompeny published low rate to lekehead end others 


| protesied, — 
16033 Witness points out that ia accoPdance with U.S. lew 


to 1.0.0. is mekine it 4iffieult for raliways te eospete 
16034 with wsterwaysa. 


16036 Witness had stated at pace 15504 that u.b.&. would 
have to fonege traffic to eonaut 1f hac to a ply coast 
rates as saxina to lotemmediate points, Says 0.5. 
reads have dose game thine. 


Agrees they are hegline freight to seact in rates 
whieh sre the same ag to intermediate seintse bub 
they Gicht cet & Lot more transeontineatse’ traffie if 
they were allowed to nave « lower rate to the eoaat 
without pulling down intermediate territery. 


16630 Witness polatse out a1] U.S. ralleeys have « coomlitee 
= in Caieage dealing with thia situation. 
18059 | 


Agged if Camedian railways dsve anythine eo.parable, 
rapiles there is Canadian freight Association and they 
haves guetings evary month Yer «aseut a week sither 
in Moatreni or (oreuto <- prineipally Torente. 
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16069 
to 
16076 


Witness says railway re@uce rate on salt from 
Western Ontario te Vaneouver from (1.48 (36,000 pounds 
sinisun) to 75 sents (70,000 pounds minimum} - in this 
way got some business - revenur per car (532 compared 
te °525 - net possible per car worse to extent of Fos 
and the extra cost of hauling 70,000 rer to 3 
but hauled almost ne cars et 7148. 


heey Frew tries to bring out that railwaye not 
gonsistent for in some cases they carry the rate te the 
distant. competitive point back to the intermediate one 
and in seme eases they do not - much ee 


; Leng ‘Eseession between ur, Frawley and witness re 
relationship between rates on livestock and those on 
fresh meats and packing house products. Alberte advo-~ 
cates a neutral cotatteashis te be achieved if necss- 
sary by increasing rates on livestock and decreasing 
rates on finished preduct in order that processing will 
be done An Alberta. . 


‘Witness tiaintaings meat and packing house products 
rates are reasonable and cannet be decreased and to 
ineresse liveetoek rates would seriously disturh the 
inéustry, Does act see hew \lberta recommendation could 
be Garried cut, Thinke prineiple would heve to be 
applied all over country cannot be confined to live-~ 
stock Fates é 


witness gaye revenue i ton-mtle on iron billets 
from Hemilton to Montreal 971 sents compared to 
Hastern averege of °1.27 - car-mile revenue 40,5 cents 
compared to Bastern averace of 36.3 cents, ays these 
rates are compensetory beeause on this commodity the 
ear~mile averare is a more significant indication of the 
eompensatery nature of a rate than the ten-mile rate. 


. Prewley points out Mr, vefferson had said pre- 
vioudey “in evidence that car-mile earnings on autos 
from Windsor te GYontreal of 22.2 cents is considered 
compensatory beeanuce of ton-mile earnings of ¢,17 sents 
against average of 1,27 cents. 


Witness thinke considerstion must be pene fact 
that in autos railwey hauls annus pounds and in billets 
123,900 pounds. 


 ~€itness gaye if autos hauled 1800 miles instead of 
567 from vindeor to Yontreal at 22.2 cants would no 
thihk rate sufficiently compensatory if could aot t more, 
22,2 cents ie a competitive rate - normal rate higher. 
"ould eonsider 1% compensatory if there were some eon 
petitive reason justifying it. 


eitness won't admit should measure abel rates by 


deonste ben 4s 
BD exou? bas yon ah oa ao 
ovis emus d ia BPONPOT a 


Hat raa'reeh bere doen } 
be qui savcoty Sed? tebe at 


gephetg srot ney: Bo bas soot 
od bas Seteeweed * 
age Gawiold qieun iver "hear it 
59 Roitabaanopet ada ie Bt 
ac of oven, Bigow etek 
Pint ag iMeliaey ad Foaneo 


ethtd acer! ae ikke: 19d Cog oeNovel syae 
oo peneaamo atace LF Loew. Se 
agaso & Oh aageret oliawaan.- TS.fL 
vee otek, sudeee 2, ag So agatets artes 
Mt oy ‘Qs bGageoeo tri? me eae (eode we vances 
sotsecibit gacoltianie omom o Bt orators. eer 
finn shinonedt oa nea etet: 2 ‘TO: easter ‘Crod HENeGMOO 


gia Btae And users Yrat tt rp ae agate og veteas® « 

wate 60 oxctoipe linens dead copab ive nt yiavoty 

bemeStedon «2 egies 6.99 to Laettiach 67 ag Togo’ cine 
gave TE. Ww sna hgree eLienot WO eharaeed. ¥uede 
peter tad 70 rane | 


Soe? i iat ad- Shr Rear — Shale 
fetiid #! tr abawe he win p thor 
, " ft et ht 
ra feodagt aeolian O02 Delvad eodva Th MOM neans2. 
fon biaey sfoen S85 36 Lenseno? oy 4 hake pioxt Taz 
BSWE OVSES: 
a. 


eo detet Lurtiorn enero, binede Sima # sew eaosdte 


— 
gavat 


dort 


oJ 
afoor 


7 
Thy 4 


eyo" © us - 
| ee 


16069 


to 
16076 
{eont'd) 


“316076 
to 
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16979 
to 
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160°7 
go 
16089 
16090 
to 
160908 


what railway has to do on competitive rates, Gays 


even normal rate of 24.6 on autos Yindser to Montreal 
not up to average because of light load. 


a ur, Frawley points out revenue per caremile on 


goal Alberta to Sudbury ~ 1768 miles = is 23.3 cents 


and that witness has previously ssid this not Gonq- 
pengatory although higher than earemile eornings on 
autos Windsor to Montreal, whieh he said was compen- 
satory. Witness had siso said rate on grein frou 
kegina to Fort William ef 25.5 gents noh-cosmpensatery. 


Witness replies there is no relative somparison 
between ear-nmile earnings on autos and coal because 
gutes 80 lightly leaded and cost te heul 100,000 pound 
car more than 10,600 pound car. Has no idea how much 
more cost is, 


rerege oar-mile earning in Zestern Canada 36.3 
cents in 1948, What rates in Eastern Canada below 
this average, besides at and east grain rates, witness 


ean't Gay. 


asked on what other treffic in Sastern Canaéea 
rates are below the average ~ witmess says he hes not 
analysed every movement. . 


ur, Prawley tries to bring out that non-competi- 
tive rates on low valued commodities are well above 
the averace careniles earnings. witness will not com- 
mit himself, says it depenés on the length ef haul. 


Witness defines tern “*continucus route” os men- 
tioned in section 336 of Railway Act as a route by 
which you ¢an cerry traffic from a to B over two or 
more reilwaye, | 


Prawley says there is joint rate on cement from 
ixshaw to points on U.N.R. in West and toat this rate 
is merely swe of locals - often 10 cents or 15 sents 
more.than ia paid by man who receives it on C.?.l. 
Wants some amelicretion of the two local rates. ‘oes 
not ask that Comsission should reecumend any change in 
legislation on this point, but only to admonish B.T.C. 
not to approve joint rates equal to sum of the loeals, 


Witness says there has been no complaint on joint 
rate on coment, Says B.T.C. accepted the tariff for 
filing. 68.7.0, does not approve any tariffs exeept 
stendaré mileage class rates and deuurrage. 


 -‘¥itness replies there is no joint tariff on brick 
from Redeliff on ©.P.R. to ©.N.n. points, but have 
nesotiated individual rates to some ©.N.P. points. 
These letter rates are gum of locals less one cent for 
each read - two cents altogether. 
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160902 


16091- 
te 
16094 


16098 


16099" 
to 
16101 


Says railways determine when a joint interline 
rate ia necessary. 


Witness says theremmay be some difference in costs 
at single line junction points on the same railway 
pete interchange points between two railways, but 

would not wnte {emp gp Two line rates should 

her than one line, but 4.17.0. has never estab- 
tished juet and reasonable charges for interchange - 
operations, 


Me, Frawley saya section 337 of Railway \et pro- 
vides a renedy when there bas been «a failure under 
section 336 to establish a joint tariff. 


Witness gaye he ecunet give any decisions from 
memory but thinks there may be some cases where com- 
plaints were made to 8.7.0, due to failure cf rellways 
to establish « joint rate and 3.7. C, way have pre- 
seribed One, 


#itness says interline rate like every other rate 
oe hands of the Reilways subject to ee to the 
eheOe 


Witness explains on bth te Wea Neste rate is 
one-line rate plus 40 gente a ton. On lumber add one 
or two cents per hundred pounds, 


Commissioner Innis aeke if ‘eters is not danger in 

sonomy divided between points 
which are fortunate enough to be on the same line and 
tener Me geo are “Uafortenate enough not te be on the 
Bane Sw 


Vitness replies that ‘alten believes they have 
interline rates where interline rates are required and 
where there is necessity for then, 


iy, Gvane gaye there are certain two-line rates on 


Quebee Central even thouwrh owned by ©.P.%. - 16 does 
not follew they ail are, 


Have been no coniptetnte,: but Coomiesioner Angus 
suggeste thie because shippers and consignees have 
little expectation of setting redreas, ‘act there are 
no compleinte dees not preve shinpers setisfied, 
Witness agrees no use complaining beeause the besie is 
well established, but penalty is not « lerze one. 


Witness agrees that purchaser of cement in Alberte 
pays more for cement if he lives on ©..%, than on 
C.P.h. Exehaw plant of Canada Cement hac a virtual 
monopoly in that territory. 


Wr, Frawley seyo Canada Comment Co, wae frankly not 
interested in the matter. 
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16101 


16105 
ang 
16106 


1611 
16114 


16115 


to 
16116 


16126 


16121 


16122 


16123 
and 
16124 


Be, Frawley says freight rates have e let to de 
with where a man is losated in Weetern Canada. 


‘Witness agrees but says not so much as between 
ene railway or the other but if you are talking about 
industry, he ig going te leeate where he thinks is 
best place to market his proéuct., Dees not acres man 
is foolish to locate at yey not served by both 
railways. 


oe: 2 Frawley thinks interline rates should be sore 
widely ctised and made on a basis which reflects 
generally an interline rate which would be less than 
the sum of two lecals, Jays if this Commission ¢i4 
nothing more than to observe the situation and comment 
on it line with his submission that wens be 
sufficient, 


iy, Evans thinks it inpesatere: for Commission 
without going into all the detaile of various rates as 
to why they exist and to know whether somebody wae 
hurt, should decide whether there was an anomaly. 


Witmese says railway cives low distributing rate 
because they get haul into distributing point. On 
traffie from U.S. no beul in and so will not make the 
border ports of entry distributing points, 


Witness says from Calgary to Coutts C.P.h. charges 
distributing rate of $1 cente whereas from Coutts to 
Calgary charge full rete of 62 sents. C.P.R, does 
have one or two international joint rates through 
oweet Grass - northbound on erude oll and southbound 
on metals and metal concentrates. 


Witness admits facet railway gives no distributing 
yate on international ports of entry due in part 
because similar goods are produced in Canada, 


ays railway sets just and reasonable rates and 
not intended to be protective tariff. 


aye railway might adopt eee ee rate from 
boundary if revenue preserved 


Vitness knows that rates on agricultural imple- 
mente from Yestern ©.5. to Western Cansds have been 
inereaseé more than from “astern to Western Canada, 


| Can't gay that this has eaused an increased movement 


from sastern Canada, 


Mr, HVanG says some freight gs from Chieago to 
Sinésor and henee to Western Canad hal Cunadian roads, 


Witness explains that in 1918 Canadian railways 
gave Canadian manufacturers of farm implements the 
Same rates as applied from Chicago, Thinks rate from 
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to 
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16138 


16138 
16139 
16143 
16164 


16150 
to 
16153 


fastern Canada should be 6th class with Chicago rate 
as maximum, Applied for an increase and &.T.C, sus- 
pended tg How hence fer a desisten. 


| ps Frawley ‘brings out it wonld be cheaper to ship 
eanned goods from Western Ontario to Detroit, re=-biil 
to Comtany: re-bill te Alberta point all at leeal rates 

were it net for rule 210 of Sentral Territory ‘aliresds 
Freight Tariff 260-b, 1.0.0. 3184 "Netes named in 
tariff will act apply to form combination ratee from 
points in Canada to points in vanada*, 


ur. Frawley brings out Montana Lines fariff has 
game rule - these rulea introduced at recuest of 
Gamedian railways in 1925. 


Witness says -.5. railroeds might have same rile, 
Canadian railways if they ¢an prevent if are not going 
$o permit rates in 0.4, to break down Canadian rates 
eny more than U.5. roads would permit rates in Canada 
to break down 0.5, rates, 


Says only aifference is they do net have to put 
a wule in their tariffe like thia on traffic going fron 
the U.S, te U.5, points throuch Canada, because in the 
0.3. they are obliged to charge the rate in their tar- 
iff, whereas ta Caneade not helé to thie rigid rule, 


Says in enly a few cnsteneen and from a fow ship- 
ping peinte that rate through tweet Grass would beat 
all Cameadian rate ~ mainly from {ssex county, but 
might apply from Alagara, 


Mr. Frawley thinks reilways are unreasonable in 
net allewine Alberta receiver to use these rates in 
few cases in whieh they e pply. 


Witness says it would mean very little te eustemer, 


Witness does not know if railway would leee much 
revenue by uniform mixing rule « omen not - other- 
wise would object to any change, ©.%.8.'s poliey of 
neutrality en this matter is net Mabot-y GR the foe 
they cannot defend present practice. 


Agrese milking machines muet be brought in at 1.¢.2, 


ee of over (5.00 from Terento, whereas of unrestricted 


king rule rate of 22.00 - but says isolated case, 


Mr, Sarry for Previnee of N.i. aays comparison of 
rates in Exhibit 142 between Sangor and Buffele and 
i,8. and Terente on potatees does not take into account 
20% under M,k.F.A. says compares what shipper pays and 
not what railway reeeives. 
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tress agrees railway wages planer, in Ud. 
95,500 erentsen to 22,700, ” 


 Utnese @ees not know that. I.0.o. allows higher 
rate frou Banger then on ether lines in Baw: Paaeente 
because of lcw éeasity. 


tness says percen increase is 
not opnienitiol to prion Tice as icag ae prise 
ineresses are the sane. 


vaya it is hard te determine what additional 
revenue railway would need with a lot of exeeptions, 
ae if iserease is 20% with waximus of 10 cents a 100 

Sree Mi esabee” does nen PRRAOT: OP HINTS TS until rate 


ts, : 


Witness thinks U.o. railways largely responsible 


for exemptions from horizontal inersases, . 


: oLtnese denies that ¢.P.%. not interested ta aaine 
tainiag industries that are located ou Line some éle~- 
tance from eentre of country ~ even though only two 
railways in conada ané many im U.c, Thinke what Dunean 
aid in repert all iraginary. fect that Ontario and 
pene not represented before Coamiseioa doea nat mean 
any Bk» 


Serees with conmierioner Innis that prices of all 
commodities would act rise eat same rate and price of 
some might set rise os fast as rise in freieht rates, 
but does sot think sou could find a eommogity tiet Bas 
not inereaeed by amount greater than freight rates, 
¥eiee riee the aame for a1] skinpers but rates rise in 
éGlilare by varying asounte the same per cent. 


agrees neoorer man fe aking more soney than far 
OeuUy RAR. 


if distant ahioser eane te rallway and saié ne 
gould not chip, railway would prebably aéfuet. “teht 


help if corse err ang juet if euuld not ehip. 


Sr. Evans refera te 52.1.0.0, 220 and 205 1.0.6, 
1h (3331) « nethine re raliways asking for it but 1.0.¢, 
aid uot make exceptions. 


ay, Bpazier for Provinee of 6.0, aske whether just 
before om 25.cent increase in 50. Cage ©.P.. reduce 
rate, coa. from Alberta to Vancouver by £5 sents. 


“itness replies they hed to meet ©.U.8. Petes whieh 
had net met before ~ pricr rate had been in for a number 
of years. j@mits €.P.k. was in dire finunei«] etraights. 

SePeh. traffic has Inereared since. 
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Witness gays rallway grants Osoyoos game rate as 


 Pentieton plus 2 eents differential. Lumby has ne 


differential though same distance off main line as 
Csoyoos, Shippers at Osoyoos agreed to differential 
bat now want it removed. Want same rate as Penticton 
so they ean compete with it. Shippers concerned were 
lumber fruit and vecetables - not an agreed charge. 


Mr, Bvans says it was not a contract that could 
be enforced, “ae 4 ! 


Witness does not know whether C.P.. passenger 
department lot business in 1949 or not. 


, witness gaye standard passenger rete in B.C, is 
1/2 sent higher per mile than in rest of Cansda, Thinks 
differential is justifieé in mountains. 


Thinks B..C, wrong in their recent judement end 
doss not feel compelled te accept their decision as far 
as freight rates ere concerned and apply it to pas- 
senger fares, Se sci le 


Witness says may riet pay this transcontinental 
fares beeause fares frem Toronto to Yaneouver held down 
by fare via Petroit. 4.5. fares increased recently 
ané Canadian transeontinental fares inereased too, 


ct soc ail 4 


oe « 


; « * * * 
\ 44 J hd “ a 
: u ; , 4 4 : » 
i ¥ 44 a . al 7 *) > 
be rry . We & ‘ « > 
We 5 a. 4 ’ x 
hy wer é iF “Ff, 
; r, vA 
ee, VE) SE con eR 
Tual & 
t i 4 A = i 7 
P " > 
“fh 
a ; a 
‘ 
f 
. * P 
f 
‘ é 
F . f 
: Wes 15 ; 
i nat r; 
Te ® me 
: i i j 
*) 4 
‘ 
ey j 
‘ 
; 
| % ’ 
Pia a : vi th ‘ 
- ‘ : 
“ 
5 
q 
A ; A . 
+ te ye 9 : 
i f ~ - b 
? ; ; 
’ 
F é»; 
ipa ¥ , , 
} i 5 
is P 
i! sg a : 
t f 
* ‘ oa 
, F ‘ WAD av a) si 
a? 4 bar peas 6 al é 
; ery y vulh> 
) - { 4 Pp 4 fs 7 . ¥ wv 
et a a i cab 
A oi 4 y d c Pan, 4 are Ue { } 
F : P * . i yy a *@ 
. ‘ <,s : . ‘e ’ 
ae 1. 2 ae ' 
’ far Vy p 
, ' Ja Ory 
- é ‘ ; * : , 
ip 
' 
, ‘ 
oA » ; 
a 
) ‘ pi 
? 4 
aL . i r haw j 
~.'s ' 


of 
* 
t 


: 
»* 4 
Ls ; . P ’ 4 ; 
Pan - } are, VF; »¥ ‘ , iy if ’ ’ 
J » 4 ‘@ f fe) 4 7 4 1 a a ys , y' ’ 
Siw r i. ¢ , : ‘ ral p + V4 y ‘ : Tr S. 
wie! far Sa Ap? ‘s cae, ee “ E a 


I is 


es ey Pel 


Preys 


SoLuwe 82 
16197 

and 
16198 


@itmess says reil rates are higher to Vancouver 
than water rates beesuse service by rail is better, 


Says rail rate Zontreal to Vancouver on autos 


4s $1977.50 assuming there are four autos in car. 


L6199A 


16200 


At one time railway had transcontinental rate on 
autos but this has been eliminated in recent revision 
of transcontinental rates. 


Witness says raflwey charges first ¢lass rate 
Oshawa to Saint fotin on autos going by water, 


Says in spite of transcontinental rates on soap 
and glaee railway loses to steamers, 


Witness thinks competition from steamer ie golag 


to be more severe than it was during war years not only 


16262 


16209 
to 
16213 


16215 


with respect to west-bound traffic but alse with re- 
spect to eastbound traffic bet—=teo—its-eoseot 
ecvetbouneteefete, cays he has been advised that 
MaeMillan interests who are interested in both lumber 
ané canned sdimon, in their own protection are going 
to have a steamer at the opening of the ot. Lawrence 
eystem from Vancouver and ether B,0, ports te Vontresl,. 
This will be in addition to those running at the 
present time, 


Prior to Yorld “ar II forest produets and ferti- 
lizer were shipped by boat from Vancouver to "astern 
American ports, 


Commissioner Ancue asks if railways should not be 
allowed te decide when rates reach the polnt where any 
higher rates would lead to Grying up of traffic. 

Mr, Evans agrees, 8oth suspect a person who says "T 
am going te protect you from your own folly”. 


uy, Evans @ays 1,.C.¢. did this in 1931 and 1935. . 
C.P.R. tried te forecast for year shead of rate case 
but not very succeseful, 


ér, Evans says railway hee never asked for more 
than they really needed at the moment on ground under- 
going perio? of reletive prosperity in terme of a large 
volume of traffie and needed te build up reserve in 
good times, Admits have asked Hoard act to whittle the 
railways down too elosely when business gcocd, 


Commissioner Innis says too little hae been put 
forwaré on rates designed te develop traffic and too 
much on the business of plucking the coose with the 
least squawking. 


ur. Ewant thinke this is not the correct termine 


bes sph 
e ah 


tard hos sive ‘need aah a 
teteut fiod mk ands 
peton oth peak toy eT ND 
eouemen! 4#5 oe bi : fet 


ee ah senee. a0. ban pias 2% 
eg © eptaait “eae ¢ ie ah od Tite 


~19%29 Dt: nroy sone taeto? TL TEP afrov of 
pistes! oF tovitdonet mot? Saget ke ‘jal aa F siiinict 
oT tOg oe ktoik 


ed you stair  aveettex Th sep semis eommtan ome is 
enn oeste duloe eet feuet antes rate ehioe’ oF & 
- ettonae kp ev ea ad feat bio eotet. erp ld 

ch geen oir NOMEN & tpaquae aves .eeRtee & auevy . 
. ey kkot ito Set mot voy Postat oF wae eit. 


AECL tate TERS. at awabsis. &. We 
enen eet 7 nem S29 3 


sie a0 beige apavon ee UR, 
“ep hae: " tenets, 8D eo was Ae. 

eypiel o wie? mF E 
te ‘srrede’s wie HE ge 

aig ofto teow od sep ber 


hoon enowtand rmnder xcs Lb 


gua newt ang oteaht uot ayet efany, teaples tong 
oes he olin? oa lereh ae Soarieeh BeTHX : 
ary sie atoon off na Row 


wibrviet Inevter oF don at of: errs ‘edives 8 


SOcsL 


ft 
- 
ow 


16215 
{eont'd) 


16217 
to 
16220 


16222 
to 
16225 


16226 


162297 
ané 
16228 


16228 


16229 


= ~ itis suaetane a trading « kefere to 
a PTT ee Tete 'c of f how value-of-service 
Pepe ey es have services 
sell ee having regard to defined 
principles seat asus aot to afk os by the Soard, at 
develop traffic, because it ie ins 
thely tc deek te develop traffie. 


The witness states that be does not determine 
limite of ratee on basia of cost, but on basis 
of yield, ust be compensatory im sense it covers out- 
of~ eoste but ean't calgulate ceste on any 
ieular type of traffic, Even if below the statia- 
tical averace ia not necessarily carried at a loss, 


hitness expiains he ean aak research department 
to make epecial st of costs. Saya he asked recently 
for retee on fuel of] from Alberta and Saskatchewan, 
to northwestern casanhe points, Could not make rate 
industry asked because information from research 
department showed return too low, 


Sitnese points eut that on agreed charge 
petroleum cot data from own research Fama cle and 
soe oil oemens + Danced eosta of ohipping by 


Witness would congider giving low rates to fat 
indugtry etarted and then perhaps ineresse tham later 
when it eould pay sore, 


Vitaess would not give rate which aida not yield 
#ome return unless he wee reesonable assure’ that 
within 12 moaths undustry would be able to pay higher 
Pate that would yield o fcir return, 

before 


feuld not wake rete if it were three years/rates 
eould be pub up. 


Vitness gays every rate aust be compensatory at 
rary muteet «= if above scut-of~seazet and as lone as 
re was golug to sake something, might be satie- 
tied th that rate for a gear or two and get something 
oy later on, but difficulty is thet once the 
Per ig puts im a rate te help an industry in that way 
to expire in a year cr two, industry ie elwaye 
ne you to extené it and you ean never eet it up, 


Sitness admite this pointe rather to the interest 
of the railway in immediate revenue rather than terns 
of long run traffic develcpment. 


Witness egreesa with Commissioner Angus that the 
Board might mot let reilway reap where it hes sown, 
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revenue per ) 
Paris to Toronto and sugar Sa 


From tables ee Het eo i550. anton | 

: m3 int John to Hamilton). 
lievenue per ton mile varies from Jicente te 9,0fcente,. 
In “estern Canada varies from high of 326,47 per car 
on ¢anned goods Kelowna to Vaneouver to a low of £19.50 
ured meats Sapperton te Vancouver, Kevenue per ton- 
mile in Sestern Canaéa varies from 6,25 conte on cured 
ae 1,16 cents on mine props. Variation sbout | 
ten to one, ; = i am 


ir. Brasier thinke reilway canne§ possibly arrive at 
any idea of what its costs are by taking an averace of 
figures that vary in esrnings os mach as theae do, 


Vitness says must test them individually, ‘Then 


gaya, in effect, these rates are based on costs of 


competing earrlers and C,P.%. must meet then, ays 
only a few of these averages are below the syaten — 
average, = 1 Pee 


Witness adwits on billets per ten-mile (71 eents} 
substantially below system averaze but sot per caremile, 
Yaving determined that under one of the teste rate was 
substantially below witness says he would net have 


Study made to see whether compensatory or not, This 


because yield per car-nile above syatem average ané 
had te meet competition by water, 


Asked if the ticuler rate worked out on an 
average on any of @ bases ia ahove the systen 
average would he be satisfied that it is a compensatory | 
rate, @uys yew, if there ia a necensity for the rate, 
but would not reduce the rate just beesnuse it is above 
the average. 


Vitnesa «grees BPC. may say to esipper “You may 


not like this rate but it {# just and reasonable aceord- 


ing to the rallway standard and because it is a proper 
rate." Gat 2.7.0, would consider all the facts, 


My. Evans says rate suet be reasonable to both 
@hip and rallway. Fer general level may have 
absolute teat 1.¢@,, do rates in esate oover all 
Yallway operating cost, Yor individual rate way be 
relative test, 


ur. Brezier points out rate canned frulte and 

bles from Chatham Ontario to Ottawa 426 miles is 
4$¢ eents for a 30,000 1b. car. ram Kamloops to 
Fernie B,C, 4219 miles rate is 77 cents for 6.1. of 
either 24,000 or 40,000 ibe, Asks witness how he would 
marten the reasonablences of these two rates one with 


2 


Witness says there ia no relationship even though 
the Same product over the lines of the same railway 
and would have te know whether class rate, commodity 
rate or what. 
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ur. brester inte out peaches and applies Kelowna 
te Banff 305 alles §7 cents - substantial movement. 
Game produete Hamilton te Pembroke 305 miles 35 sents. 


Witness explains no competition between the two 
areas «~ be not sell in common market - Untarie rate is 
truck compelled one, Agrees thet shipper in ‘est is 3 
making a larser contribution te overall requirements of 
railway, Agrees is true in this one instance but many 
rates in Heat lower than in «ast. 


Witness admite shipping out of Okeanagen may be 
better than 20 yesra ago because larger volume, better 
equipment (though eests nore te maintain) and because 
better storase warehouses movement is spread more 
evenly throughout the year, ©ti111 elassification ef 
apples should set be reduced, 


‘Mr. Brazier pointe out witness ned criticized the 
eost<of-serviee principle at page 23913. 


witness explains if freight rates os the eommodi- 
ties produced in 5.0, euch as lumter and shingles or 
fruit and vegetables, paid their normal freight rates 
for all destinations in *estern and Rastern -anada they 
would net be able to market their products. | | 


The Chairean aeke Hr. Dracier if there ie any 
eountry wherein reilways are carried on applying the 
cout-ofeserviece princtple. Mr. bratier replies that 


ve thinks it te a theory of rate-making whieh is only 


beginning te get some acceptance in railway eircles. 
He thinks it should be applied by Canadian raliweya but 
net too rigldiy. , 


Kr. Bragier replies te Commiesioner Angus that he 
thinke to the words “juet and ressonable* should be 
added “in relation te the eost ef service*. 


Comparieen of rates, ear apd cer-mile earnings on 
lumber and apples Yancouver to Sinnipes, vanesuver to 
Wontreal, and Kelowna te finnipeg, Kelowna to “cntreal. 


witness states would not expect same caremile 
revenue on traffic that travels 1,464 miles as you would 
on traffic travelling 420 miles, 


itnese says lumber to Montreal not particularly 
eompensatery when it pays only 20¢ cents « care-nuile 
compared with syaten averace of 35 cents, Apples set 
much below average at 27 4 events, 


Witness thinks you would find that westbound trans- 
continental rates yielé much higher car-sile revenue 
than eastbound lumber. 
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Mininun Pace a delivery seale is 31 esents 
By cont group 2, #4 conte group 3, l?cents 


42 sents, 34 vents and 31 cents, PUD cost et Montreal 
143 gente and 6 scente at Yernham, Thinke rewainder: 
(on group 4) of 164 cents is prefiteble. 


Agrees if yeilwaye lesing soney om any particular 
traffie, shippers would be better off if traffic given 
BD» , 


ta reply to @r, Cowert the witnere agrees that the 
C.P.!s is @learly ef the opinion that the eereed eherce 
ie neceneary to emeble it to compete with other forms 
of competition which are not regulated, 


witness gays he thinks if all medea of trauspore 
tation were properly regulated aad regulations fully 
enforced there would not be same need for aereed ¢ 
as there is today, 


ty, Covert pointe out that ¢.4.8, in their brief 
suggests that present lioitation of having the seroed 
charge expressed in eente per hunfred pounds of sneh 
other uait as the ».7T.0. say approve be done away with, 


Witness seys he thinks ¢,4.%,. now want te change 
thie recommendation, “itnees himeelf thinks thet «bore 
erovigion ehould not be done away with, 


Vituess explains that section of Tranepert .6t 
dealing with agreed charge ineluded provision that 
apreed charge be expressed in cents per 100 lbs, with 
the thought of having egreed charge expressed insofar 
as chergea were concerned in the game formes the rail- 
road tariff, 


Witness thinks agreed charge should be filed in 
sane way a8 competitive tariff in erder to reduce éelay. 
Then hedees would not sey there sheol¢d be any change 
but wor like to have more flexibility. 


Hitneses thinks there l¢ sc more necessity for « 
notice under earreea charge than under competitive rate, 
They are both competitive rates, Apparently purpose of 
iene netice is te allow shippers and other rerulated 
¢arriers to cone in and objeet, 


Sitness thinks B.7.C,. has sufficient etaff to carry 
out provisions of the Fallway Act ae it is today - ef 
eourse, every office including these of rallwnys, always 
wante more etaff, but thinks A.T.0. traffic department 
is efficiently séministered, 


! would not Like to sucgest what duties of traffic 
department should be, 
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Witness thinks 8.1.6, canaet know es much «bout 
rate~nma i and needs of shippers as railways who have 
men in field « egrees these men think first of railway 
and how to get businesa for it. 


‘Witness agrees B.7.¢. must act as referee, 


 Whtmess would act. in general increase duties of 
B.T.C,. Generally would leave everything as it is today. 
cays the present system bas stood the teet of time and 
the raking of freight retes 1a where it belongs, with 
the railways, ‘sys public ean always complain. 


Me, Covert. says ae.a matter of fact he night even 
go so far eas to say the less pecple cam find out about 
the railways, the easier it ig fer the railweys. 


vitness replies that railways heve no such purpose, 


Witness thinks it would take years to extend the 
number of classes and bring more commodity =ileage 
seales withiu the elassificatton. 


Witness agrees thet the Limitation to a smell 
nuaber of elagsmes dces make it more difficult to bring 
about a proper relation between the rates of varlous 
@lasees of goods because you muat have @ large number of 
goods in each class, ut does sot see how oan fit 
commedity mileage seales into clessification without a 
dislocation of industry. 


witness says railwaye should be free to set some 
petitive rates because must act quickly - Impossible 
for 8.2.0. to appreve competitive rates before put in 
but agrees might test whether compensatory later, 


VRinks it is not rneeessary for B,7.c,. to intercede 
wiless someone makes a complaint. 


Suppeses B.T,.C, could use same rule-of-thumb methods 
ae reilway. Would not want to think any representative 
of railway would knowingly publish competitive rates 
pen genry ey aia not think He was going to make something 
out of, 


Witness admite provinees may feer railways have not 
watehed competitive rates closely enough but gays they 
have not proved this feult existe. Ie « mass of come 
petitive rates but each one is carefu considered 
individually. ~eoee think there should be sufficient 
confidence in railway management that they would not 
deliberately go out and throw away money anc make com 
petitive rate lower than was necessary, or lower than 
what in their opinion would give them some return. 


Witness says railway has never cut rates to meet trucks 
in hope that at some future time truck competition would 
be less keen and railway might push rates up. 
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Witness states railway studies every one of the 
various teste or rulee-of<thumb with respect to each 
individual rate. Ae ee eas 


Says first must find out if there is any necessity 
for the rate, bo net apply tests just because a shipper 
says he would like a lower rate, then if need rate, 
apply tests, Cf course, do sot apply the teste to all 
the points where the same tariff applies to a larze 
humber of poluts, Shipper can figure out detaile for 
seif if he_wishes: . 


ky. Covert keeps asking how shipper in Alberta ean 
find out details re competitive rates in Ontaric - 
witness says all rates published and if necessary rsil- 
way would show him the results, 


Witness does not think the possible less on any one 
Specific coumodity could make any sienificant dir- 
ference to the general rate level, 
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Witness agrees 1f rates below out-of-pocket sosts 
other shippers are burdened, If many rallenye dié 
this would need close supervision by 5.7.0. But 
management would sot make thia mistake, Gays sone 
rater may have boon non-compensatory during war, but 
w.P.T.8. vould not allow eny inerestzo, Fallway asked 


Vitness afaite inereaze in Crow's Nest rates would 
be @ great shook if there were «a drop in price of wheat, 
but must face the situation as it existe tedey, Agrees 
e+ risk of no orop and prairie farmer cannot move 
rea . 


Witness says averazce wheat farmer produces live- 
stock, poultry and butter, “sya there are more mixed 
farmers in caskatehewan than there used to be, but 
gone produce nothing but wheat. 


Adee te: seners il speaking when wheat erop has been 
large and market ce ella BAB & GOOd yoar. 


Saye Taliway fe not asking thet grain tate in 
Western Canade be as high a@ in U3. 


Witness admits be sald to vr. WeePhereon that he 
thought grain rate ef 40 sents would not be unreasonable, 
~ay@ it might be a shoek to western eecnomy, but dopands 
entirely on price ef wheat, 


if wheat $2.00 deubling rate would not be « tremen~ 
dous shock to *estern farmer having regard to inerease 
in price that had taken place oinoe 1099, 


Pitness says could not raise livestock rates withe 
out protest from shippers in .lberte and railway eould 
not afford any reduction on moats, 


Hitness personally thinks Livestock rates could 
te ralnod, 


Witmess dese not think horizontal inereases of 21% 
-— &% has gaused any shift from cattle te hoge or to 
sheep. | 


Witeess says there wag no seaplaint to 2.7.0, by 
livestock industry after 215 and4 8% tncresses, 


My, MaoPherson for Saskatchewan points out there 
were protests at hearings of 5.7.0. in est and before 
this Commission. . 


Witness thinka liveateck rates ecould certainly 
stant an isereace without imjury to anyone, but would 
Still be serigue protests from producers, 
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®ituess says rates on livestock are non-compensate~ 
Fy. Foliey of railways is to keep them low in order 
te encourage the industry. , 


Says at time of reduction in livestock rates in 
im 1921 beef about 3 cents a pound on the hoof ~ 26 cents 
teday. Prices have gone up many times more than freight 
wate. . 


Witness says he has never caleuwlated what grain 
rates in Canada should be compared with those th U.S, 
after taking inte account wege levels, traffic densities 
ete, Might do it by ten-mile yields, 


Witness thinks there is greater disparity between 
U.S. and Canada grain rates than between 0.5, and 
Canada rates on other goods in Yestern Canada, — 


ir, Covert points out thet ever a peried of some 
years Canada not only exported a far ereater volume of 
wheet percentagewise, that is 66 percent as sompared 
with 16% for U.S., but Canada actually exported more 
than 100,000,000bper annum sore than they have in the 


#2 = 


 8itness saye he has admitted that Canada ies more 
re tyne On expert market than U.5., but that does act 
follow there is an uneatisfectory return, 


Agrees with Commissioner Shguse that helo to ine 
opted | by way of price maintenance is easier if there 
is « big home market 


“itness thinks that no doubt in future will be a 
grenter dependence on long-haul traffic, but dees act 
know if will see any creater tendeney for long-haul 
treffie in future than have seen in lest 10 er iS years. 
mays this is one of reasons for asking that Crow's Nest 
be taken out of statute, | 


Witness says it was not beeause of the competition 
of the unregulated carrier that railway suggested that 
the statutory provision of the erain rates be resoved,. 


“itness agrees that Crow's Nest in big chunk of 
lone~haul traffie that no matter what happens to the 
eost there can be no increase on it. And admits it is 
ieng haul traffic, which the rallways generally have the 
most monopoly on, and if coulé bring this change about 
it would ensure Pailway's position in the long-haul 
field certainly to « greater extent. 


witness says ne ene will admit rates charged in 
1899 are reasonable rates for 1950, 


Witness peints out if short haul rates get too high 
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will sake 1% diffieult tor reilwy to meet the com 
petiticn in the ghert haul field. 


vitaed, G€0e6 Bot know whether B.T.C. should give 
some effeet to the fact that the Yeet is « wheat economy 
in getting grain rate, but would think not. 


Says he has not sousldered whether CoP.R. ebald 
aak B.P.> $% advente grain rate graduslly er «ll at 
ones - probably would aubalt coat etady. 


Ur. ivans seys Be¥e0. would heve to take economic 
eonditious inte eensideration under value of service, 
but ebjeets to econemle plenmiag woere rate is deter 
mined solely ith relacivn to the ablliity of an industry 
to bear that ruie, 


ur. Svans says in one Livestock case BeT aCe ealid 
it wan sot an arbiter of ludustrial yolicy, but dealt 
with gaon ease on ite merita. : . . 


 Uitness cerees C.PaRe not Goapelled te earry 
Western Livestcck at {A wbreasonacly low rate. 


Witnesa thinks 8.7.0. should not take aonething 
inte eonsiderution with respect to grain rates that 
should not be tassidered with respest te other rates - 
ghould den! with all on seme basis, 


han asked what railway would do if wheat prises 
suddenly dropped ~ would C.i'sit. Oppose appliention fer 
lowering the rate « wiloess gays freight rates can't 
fluctuate with commechty prices, tut if any general 
downward trend ia co:modity prices otaer tailings nicht 
generally go down and general level of freight rates 
down toe. Gayo wh iniee Os ave Giffieulty getsuiag freight 
rates up aa fast u& prices but everyone wante rates 
to some down just as fast. 


Witness thinks could net make grain rates on any 
differant preneenhe than other rates, otherwise would 
kave troub Hence would object to atabute saylag 
grains rales should > realy eower cut-of-pocket cost. 
Souid have game request for bacon and eges being 
exported from Seat. 


p@m@his submitting eoat dete on went ia rether 
Gifferent treataent from other rates @.¢., livesteeck, 
but this only because greia rutes not remunerative. 
fould make sisilor study if livestoek ratew in dispate. 


Wr, Svans would agree to B.T.C. suspendiag any 
fnerease in Crew's Nest rates aatll these stadies were 
coupleted. 


@itness really has no idea what raie railway 
would aSk for on srala ~ would depend on cost stady. 
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Witness thinks would be plenty of time to develop 
the cost study efter statute repealed - is no need to 


tell farmer in advance what increase is likely to be 
before ask Parliament te repeal statute. 


ways then farmer needs no greater protection than 
Bel ee . . | 


Witness says, can't get true equalization between 
Sastand ‘est if éne class of rates on a substantial 
movement of freight is on 1°99 basis while rest on 1950. 


Also says if equalized rates by raising fastern 
one might drive more business to trucks and waiter lines, 


Witness says apart from railway revenue is no need 
for difference in treatment between distributing rates in 


. West and town tariffs in the Bast, The same conditions 


do not prevail in the East as prevailed at the time 
town tariff rates were established, 


Witness says cennot have true equalization unless 
Crowts Nest rates are taken out of the stetute and are 
piaced in hands of #.T.0., and unless assumed mileage 
a jenggetene and umlesa there ere gome amendments to 
MoP sales... | Te 


Witness sa 5 can approach equalization on basis of 
equality of soales all across sountry or on the basis 
of regional financial requirements, 


Witmess thinks could never have complete equali- 
gation without dislocation of industry, but could have 
equalization of certain things, 


Discussion re effect of “over the same line or 
foute” ant “under similar conditions and circumstances” 
in'its effect on equalization - not very conclusive 
because witness refuses to interpret the Sailway Act. 


| Sitisess explains constructive mileags “dmonton to 
Vancouver and Calgery te Yancouver applies only on grain 
~ true constructive milesze is on terminal rates, 

Former would not necessarily disappear if Crowts Nest 
put under B.7.C, 


Witness says the seed grein, pure bred livestock 
and exhibition rate was originaliy on basie of about 
half normal rate - raised it te normal rate and then by 
21% and ®%, Dees not agree these rates should have 
been reised a little at a time. 


Witness agrees these rates were put in to encourage 
industry amd were in effect a long time, Thinks there 
would have been objection no matter how they were 
inereased, No serious hardship on any individual be- 
cause the movement not heavy amd no individual uses the 
rates im any volume. Thinks no special provision nseded 
re expiry date on these rates, + 


A 3 


4 : ‘a 
wy 7 ? 
ee 


164254 


16426 


16427 
te 
16420 


16430 
to 
16432 


16436 


16436 


16440 


keeps VYancouvel 
og are oh gparitye way's.pelis pelisy is te build 
“p <= ot = Ta ee aes tee 

» anc 


'Etness bhi not say these ma Panos through 
but at and Yast grain rates are. 


* 


ith of Bs ag tag fron Biviere du Lowe te saint 
John fer export ia not the same aa tm 
Fertland or Geanbat What wltness has been saying applies 
only te Montreal ana Feet. 


Citness thinke should be no prevision in in pakaney 
See requiring Bel aCe eunsider ecomenie 
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Vitnees eays geile ys , have mitigated, while + 
tannet boy erp the ¢ aphia disadvantage of pd 
tance frog markets . 


Witness agrees reliways, bearing in wing whet the 
traffic wili bear, have alec on many ocoastone miti- 
gated the results of distance from markets, And fron 

« buglaesa point of view that is the only wey it ean be 
left, in the hands of the a poe and if any ether 
uetaod of rate~uaking vere. lopesed on reilways that 
things would besome too > rigid ang reaet to the diead- 
vantage of Sass omg 


Vitness agrees unjust diserimination under Fadlway 
Aet ie | that granted by one rallwoy os betwoon twe 
pointe ou ite own line, 


RP» Smith for ii.S, refers te ease of ayrshire 
Colleries v, a. aa rie ae in uni ea a 
—aprene Court advance ene nO at PB. 
whare Stated as follows: ; . 4 
“Carriers? rate structures are net dasigned 
uarely to faver the revenuse ef produgere 
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piitness one does not S think, Long Mapanen 
affie A, a didices my the operatica of horizontal 


dette. it ie fess apparentiy teday that the rall- 


_ ways ia Use 40 recognise that long haul traffic does 
, Meed to be treated 4 ‘fferently, been use they often 
Migeeat these ‘exceptions. 


-¥ontt day ‘man dong distance from wach suffers 
aigpertation costa go up by greater 

ae 3 he ia better off if the pr iz al aus we 

by & @rester percentage than loan po ohargos, 


witness thinks te give any special consideration 
‘haul traffie © atx not be fate to industry necr 
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’ the point of consumption. 


ys 2 ilway ran Fan inte some trouble when 
cuntain Tirferential ~ hed complaints 


‘they removed 
free gone people in HG, whose rates vere reduced jess 


by resowal of Nountatn bitterential nhan aenenne @lse's 
mare reduasd, ‘ 


“*) "a¢iébs Saye ad Pax ae Canada te conaernea §.7.0, 


or its she shesneners have not created many exceptions 
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Pir ww RARER of the Kadeo anand idl the Us. 


have on oe cnn heal traffic of nande commodities. Dise 
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end of six Santis to make inerecee permanent. 
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16462 
to 
16463 


16467 


16268 


16469 


16470 


Mr. Covert 
statements of Chief Commissioner at Peges 


pefers to evidence in 21% case an 
46 end 65, 
where he said in part:- 


“One difficulty with respect to the edoption of 
@ varying or saximus increase is epperent, nemely the 
lack of relisble traffic statistics from which to 
determine the sdditionsl revenue which would sccrue 


froa flet or meximua increases on particuler commodities. 

“Purther there is not on the record enything to 
eneble any determination eoncerning the commodities and 
aeetions of the country, end even the individusl rates 
which could best bear burden of en incresse." 


Mr. Covert asks witness if he thinks this indicates 
something lacking on part of B.T.C. that they do not 
heve information of this kind. 


Witness replies that he does not know how B.T.C. 
eould be expected to have traffic statistics that would 
enable them to deal with this type of subject. 


mr. Covert refers to cease before 1.C.C., Ex Perte 
162, ; I.¢.6. Reporte ot pege 537, end suggests thet 
this cose would indicate thet 1,C.C. does have inform- 


ation of this type. 


Mir. O'fonnell, for C.N.R., points out thet in this 
eese interested parties themselves appeared and supplied 
information. ' 


Witness suggests thet I.C.¢. end U.S. reilways have 
more deteiled information than the 5.T.C. and Canadian 


‘Witness seys thet the decision in Ex Perte 162 
meade exceptione in thet they modified the percentage 
from 25% down a8 low es 15%, but that wes merely en 
exception to the percentage ineresse, it wes still » 
horizontal increase of « lesser smount which is entirely 
separate frow horizontel with e maxime. 


Thinks 1.¢.C. in making this decision felt it wee 
a ech rp and would directly effect production and dis- 
tribution of industry. B.T.C. would teke those features 
and facts into consideration. 


Admits ineresse of 20 or 25% increase in Canede 
wight effect industry if @ iot of other increases had 
preceded 1t. | , 


Witness regards ss exceptions only those cases 
where they fix e méxime in cents per nundred pounds. 


Thinks thet in 21% cese the door was left open to 
anyone who thought they were edversely effected to cone 
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16474 


16475 
to 
16281 


16483 


in later and complein and thinks this is only proper 
wey to deal with matter. : 


Thinks complaints would be lodged mainly on 
ground of effecting movement ef treffic. 

Witness emphasizes that if men in Saint John 
ean market in Toronto before rete increase he can 
still market today. 


Mr. Covert turning to the question of industrial 
location refers to Appendix “B” on page 62 of 
Alberta*s Brief, on Industriel Location, where there 
is a copy of a letter from Mr. Svans, General Counsel 
of CaP.R. Geeling with proposed egreed charge between 
C.M.R. and C.P.R. and the MeColi-Frontenee O11 Co. 
on the movement of petroleum products from Pt. 
Williem to Seskatchewan. 


Mr. Covert este to witmese that one of the 
ebjecta of | agreed charge listed in that 
letter avoiding the conetruction of a refinery by 
MeColl-Frontense at a point in the Prairies which 
would result in the reilways receiving only low 
revenues on inbound crude and the probability of 
losing the outbound traffic te truck competition. 


Mr. Covert contends that whether or not this 
was one of considerstions for granting the agreed 
charge the railways were evidently of epinion it 
wee ® proper ground. 


Witness would not agree. Seye you have to Leok' 
at conditions as they were when this agreed charge 
wee meade. Lerge O11 deposits in ‘lberta hed not 
yet been diecovered. If they hed, this egreed charg? 
would probably never have been made. In light of 
conditions st that time it was good business ~ 
today might be different. 


Witness admits difference in freight rates 
eould possibly determine the leecation of # plant. 


Witness peints out thet at tine U.S. erude was 
coming into Cenade end Cansdian railways were getting 
short haul and low revenue from it. This agreed 

geharge allowed them # long neni end opportunity to 
compete with U.S. crude. 


Thinks MeColl~Frontenae initiated suggestion of 
this agreed charge. 


Mr. Covert suggests that this agreed charge 
whieh railways considered good business deprived 
Saskatehewan of having refinery built there. 


Witness points out refinery would not have been 
built for purpose of refining Canadian oil. 
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16483 Me. O'Donnell for C.N.R. refers to judgment of 

to B.T.C,. im connection with this agreed cherge where it 

16464 refers to eriticism of this agreed charge and points 
out that agreement cen be cancelled by either party 
on three months! notice and then BeColi-Frontense 
can go ahead and ereet refinery if they liked. 


Cheirsen says point is ought the &.T.C. in euch 
& case say “No, we refuse you the right of this agreed 
cherge in order to compel you to erect «© refinery’. 


LBaBS Mx. Prewley for Alberta says they want freight 
rates that will not discourse location of industry. 
16488 Mr. Covert suggests thet there was a possibility 


that the railways heve a grest power to affect in~ 
dustrial leecetion. . 


16469 or. Evens contends there is not slightest sug- 
gestion railways have power, they cannot exereiss 
power; heve got to have en 1 nea with industry 
and the approval of the B.T.C. 

16890 Chairman says it would stand to reason thet en 


oy a charge might in some eases be the cause of a 
ipper not constructing #2 plant nearer his merket. 


Mr. O'Donnell points out that whole situation 
must be put before B.T.C. and approved ty B.F.C. 
under preeedure provided by Transpert Act. 


Chairman says power not in hendsa of raliways 
_ “—e to have co-operation of shipper and approval: 
of 8.7.0. 


16491 Witness wealnteains railways do not ¢o out and 
make agreed charges unjust te industry and to Censde, 
the interests of everyone are weighed. 


16492 _ Cheirgan considers it of interest to what extent 
B.?.C. might refuse agreed charge becsuse they think 
it better to maintain higher cherge and forse company 
to erect plant nearer market. 


16493 Mr. Covert refers to Duncan Report, page 24: 
o 
16495 “Beard under the Reilway Act has no profit 


end loss responsibility .. «+. +» «+» 
The Boerd has no power to regulate tolls, 
for the purpose of equalizing cost of 
production, or geographic, or climatic, 

or economic conditions . . . +6» « » «+ «+» 
what a railway edwinistration might con- 
eede in the exercise of ita judgment on 
what wee good business or might ultimetely 
be good business for itself, seemed to us 
to be demanded as a matter of right by 

the trade so that his own business might 
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16497 


16499 
to 
164994 


16500 
to 
16501 


be profitably developed whether 
operations of rellway were remuner- 
ative or not. 6 s+ we we wo mh we we 

tven if there were no privately owned 
rellwey company... . . . « We cannot 
conceive of a netional system being 
efficiently administered on euch a 
principle es thet. 


‘nd then goes on to say: 


"Qn the other hand, from « public point 
of view in return for the statutory 

end ether public privileges which the 
railway compenies enjoy, it may not be 
umressonable thet there should be « 
regponsible review of their polity 

(a9 interpreted in their rete structure) 
in ite relation to the naturel besic 
products of the country, and the develop- 
ment of these products and associated 
enterprises”. 3 


Witness said retes should be made by ratiwaye 
subject complaint to the board end the deciaion of 
Board es to jurification of rellways action. 8.T.¢, 
cannot be expected to go out end initiate ratee. 


Witness says when realiway makes rate from Porie 
to Vancouver on cement to compete with English Cement, 
rellway and shipper are jointly developing traffic 
for Canada and Canadian reillways end essieting Caneda's 
industry in the process. 


In general terms witness thinks 1¢ perfeetly 11 
right for railways to fix rates that encourege 
Conadian industry in competition with U.S. induetry. 


igrees that ralliways by fixing rates can heve 
grest effeet on industrial loeetion in Caneda to 
the extent thet railwsys help industry to resch feraway 
markets. Does not think anything railways might do 
in this connection would be pre judicisl to eeonomy 
of Coneda, in fact might help it. 


Beye there alwaye will be some conflict of 
intereet between shipper ond railwey. 


Witness thinks no one desires legislation that 
favours intra-provinelal treffie instead of inter- 
provincial treffie. 


Mr. Covert now goes on to interline rates. 
Witness says any part of the C.P.R. that ts 


eomposed of leased or contract lines is 211 treated 
#8 one rellwey. 
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16511 
16519 
te 
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to 
16583 
16524 


16526 


16527 


Quebee Central and Dominion Atlantic are 
euly ones where they do not have single line 
i ime Is not sure about E. & N. on Vencouver 
8. 8 * ‘ 


On subject of internationsl rates, witness 
admite that one reason C.>.R. urged similer in- 
eresses in Canade and U.S. is merket competition. 
Considers other ressone continuity of through 
rates and equality of rates vie ell routes. 


Saye views of I.C.C. and B.?.C. identies] with 
reference to international rates. 


Witness does not think there would be any ad~ 
vantage in joint sittings of members of 3.7.0. and 
saves om questions of jcint through international 
rates. 


Witness egrees situstion with regerd to joint 
through internetional rates in the West is governed 
by U.C. roads in so far as you would never get them 
to agree to a basis of rates from origins in Ceanade 
to destinations in 0.8. on a basis lower than 1 
eppliecable on same commodity in U.S. vf & 


Witnese says on few oecestione shippers have 
¢ome in end asked for increase in case of inter- 
national rates. This is because it is much better 
fer Canadian shipper to pay a higher internatione! 
rate than to have through rates cancelled and pay 
etill higher rete. 


_ Witness says might have international rate 
without eompetition. ¢.g., asbestos, nickel. 


It 1g opinion of witness that whether or not 
there ig competition muet increase ail internstions! 
rates same way. 


On question of long haul short haul Mr. Covert 
queries witness about feeling of U.S. roeds with 
regard to all that has happened since the changes 
have been mede in law in U.C. with respect to trans- 
continental rates or this fourth section relief. 


Witness replier U.S. reads opposed te it as 
much a8 Canadien reliways but heve to de it. 


Witness does not think there should be « burden 
on the reilweys to eatisfy B.T.C. from time to time 
that transcontinental rates are not unnecessarily 
lew, that they sre compensatory and that there iz 
actual or potential competition. If anyone is hurt 
he has the right of complaint. 
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16533 
16838 


16536 


16567 
16568 


16539 


16540 


' Witnese es railways eatiefy themselves rates 
not unnecessarily low, thet they are compensatory and 
thet there is real or potential competition and 
satisfy 8.7.C. on complaint. 


On question of M.?.R.A. Mr. Covert suggests 
Meritimes now allege that by truck competition in 
Ontario and Quebec meny of the advanteges of M.F.R.A. 
have been wiped out. 


Witness considers thet eituation could not be 
reetified unlees competitive modes of transportation 
reised ther retes. If only railway raised its rates 
in Onterio end Quebee the Baritime shipper would be 
no better off, beenuse trucks in Ontario and Suebec 
would #etill give shippers in Ontario and Quebec 
advantage of low rates. 


AS® to increasing the subsidy witness saye thet 
is entirely a matter for the government to determine. 
Saye reilwaye' revenue should not be reduced from the 
Maritimes because they had to reduce rete# in Ouebee 
to meet truck competition. 


Subsidy should be direct to shipper. Witness says 
railway does not like present manner of paying subsidy, 
but ere not suggesting any change in present M.F.R.A. 


Mr. Evens stetes thet C.P.R. put in their Brief 
the mattere thet would heve to be looked at when 
equtligation or before equalizetion becomes a reality, 
but did not consider thie Comaission would be interest- 
ed in their views 2s to lenguage of the emendment to 
MPRA. 


Witmees thinks eny equelization seheme to preserve 
the revenues of the carriers is bound to hurt someone, 
but if you are going to have true equalization it is 
something that industry will have te stand. 


With complete equalization in Canada, you would 
in feet, more or leas, have one rete territery, and 
in that case witnees admits destruction of market 
pattern might take place. 


feeording to C.P.R. plan, equslizgation would 
apply to class rates, commodity rates, and the 
epecial retes related to commodity milesge rates, 
but no plan of equelization could apply to com~ 
petitive rates or special rates. You cannot equalize 
eompetitive rates according to witness. 


Mr. Evans says C.P.R. equalization scheme did 
not depend on ‘under substantially similar cirecum- 
etances and conditions”. Their proposel so far as 
it deale with class rates and commodity mileage 
rates is te equalize regardless of different condi- 
tions east end west. 
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16544 «My. Evens says Seetion 314 of Rallway fct is a 
aiserimination section end until you have two shippers 
shipping to a common morket words “same line or route “ 
or any other words in that section have no reletion to 
the subjeet. In interpreting “same line or route” you 
have to read it as simply meaning where two people ere 
trying te get into the same market with goods ever the 
game line or the same route, then the section epplies. 


16545 Chairman points out “just end reasonable” in some 
ease may ¢a11 for equalization and in some cages not. 


Mir. ivans egrees and seys that ia for Board to 
decide. 


16546 Witness does not think it should be function of 
the B.T.C. to investigate whether or not market patterns 
are being destroyed or diaturbed when considering 
question of general ineresses. If rates 211 go up 
@like it preserves the market pattern. 


16548 Thinke arbitrary over Montreal should net be 
maintained. 

16551 Witness admits Crow's dest, iivestock rates, at 

te and east groin rates, rates on coal from Alberta to 

16552 Ontario are non~compensatory. Deen net know of any 
others that ere non- engatory . 

16554 fidmites hardly any traffie carried at atandard 

to mileage clase rates, but says they ore juet and 

16555 reasonable subject to increase they have applied for. 


Witness thinks traffie would not move if standard 
mileege class rates spplied te 211 ereducte. 


16556 tong discussion between Mr. Covert and witness 
as to test to determine “Just end reasonable”. Much 

16961 hedging by witness. 

16562 Witness admits other rates might be lower if it 


were not for situation with regard to non-compensetory 
onoete but won't edmit other rates unjust and resson~ 
able. 


16563 Mr. Svene says if shipper een show he cannot 
market his product, that may show rates have become 
unjust and unreasonable. 


Chairman telle Wr. Frewley they sre prepared to 
hear from coneumer. Finds thet in U.S. they do heer 
from consumers. 


16566 Mr. Covert refers to case of Granby Consolidated 

¢ Mining, Smelting and Power Co. They complained their 

16567 retes were too high, C.P.R. did net egree. They went 
to B.T.C. and Beard dismissed their application for 
particulars. 5.7.C. said in this case: 
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16568 


16570 
te 
16572 


16574 


16575 


16576 
to 
16580 


16580 


“fhe Board in dealing with the reason- 
ableness of rates in the many cases 
dealt with, has never found it possible 
to lay down @ precise formula whereby 
the reasonableness of 4 rate could be 
aceurately determined”. 


Mr. Covert beliaves application for particulars 
was dismissed on the ground thet it would be a radical 
departure from the cost of service principle’. 


Witness admits possibility that ea rate may be 
perfectly sstisfactory to the railway and the shipper 
because shipper can pase it on to the consumer. 


Thinks there are many places where ¢ongumer has 
complained - can give no specific cases. 


Saye there ecaplainte from 2 consuming eres that 
retesa in thet area are too Aigh. 


Commissioner Innie asks if there are eomplaints 
from labour because of economics foreed on shippers 
because they were refused rate reductions. Witness 
replies railway do not consider this in their dis- 
g@igsions with shipper. 


Witness says there are a iet of shippers who 
make complaints about rates not only in their own 
interest but also in the consumers'. 2.g., apple 
shippers of 3.C. 


Witness says vnen there is a large ¢rop of 
apples railway reduces rates, when small crop they 
restore them to normal basis. 


Mr.fraviey szyse his application about heving 
freight rttes reduced on farm implements from U.3. 
is purely 2 consumer application. 


Witness says thet apart from competition of 
providing services there 1c no competition between 
C.P.R. and C.N.R. 


Seys appliegtion for 30% increase was agreed upon 
by 311 the reilways on basis of C.F.R.'s requirements. 
They all agreed it should be « horizontal increase 
with no exceptions. 


There was no formsl discussion with industry 
before application made slthough the usual notices 
were sent out on day application made. 


Witness saye reeson for different treatment of 
eo2l and coke was that it has aslwaye been treated 
eeperstely in both Canada end U.S. and thinks it 
makes a better increase to increase it so much @ ton. 
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and Canada as far as treatment 
of horizontal rates is concerned although in 
dealing with Crow's Nest rates he felt 2 comparison 
could be made between Canada and U.8. 


tneas says rate levels higher in Western U.s. 


Witness says there is no comparison between 
Situation in v8. 


 *Witne 
than Eastern U.s. 


Mr. Bvane asks witness what significance that 
has on whether there are or ere not through class 
rates between Western Canada and Western U.8. 


Witness explsina thet rates in Wester U.5. 
are $0 high thet if you take their rates to the 


north of the boundary, you get 4 lower rete for the 
han the rate in the U.S. 


Mr. Evans refers to Mr. Covert 's exasination of 
witness re Ex Parte 162, when Mr. Covert indicated 
that there were traffic statistics available here, 
among them he indicated average length of haul and 
tonnage commodities. Refers to Manitoba brief to 
show t these figures are available here. 


Mr. Evans considers that pOint ig really that 
when you got these statistics you would not have what 
you need to determine this question us te the effect 
of 4 horizental or 4 maximua increase. 


Commissioner Innis queries sr. Evans as to what 
extent American rate practices or regulation preeludes 
regulstion in Canada. : / 


Wir. fvang thinks there can be no doubt that 
situstion with regard to international rates is 
areatly affected by power, strength and economy of 
U.S. Thinks it must be true that 2 large economy 
next door to a smaller one must tend to influence 
the smaller to a greater extent then the revergze. 
Ho one has ever prepared a memorandum on the subject 
to his knowledge. 


hata mine sear be ot > ' it 
sae , a ae 


S Spucdths 

adani 
Oo wots 
FUas 4 

dour reel tess Bison site, olde ved hes 
JosTte eay €2 ay aoc IuReP . 
eS eee Se, x00 £ pyre Sita « 
tel 9 oc erey? .56 selsenp pina asnelaetened: aHEas 


nebadowry aeigeivas: «io ee stor mooie Beatns 
aii aes ft ROT te Lager 


tesid Jol on od ad oroett ger Yet sine. 
M a never Pigg ie ie rab oF Sti ae ig wate 
© ypmecoe bie LeHoG "y ao a 
ceoness angst, © foal old od teas 71 hide a ee 


Soak cwe oe ae mibaerhonen € pratt ayes pi one of 
. aphe tuo! dtd oF 


a ee ee ey a ° rh 44 Pe sk ad - ie 1 ee a or» . ee 


Ry. Evang on behalf of the C.?.%, points aut 
their recommendation with respect to amending 
Seetion 3, subsection (2), parceraph (e} of the 
Maritine FPreleht Sates Act. 


witness for the Garetes Mr. Se Jeo #, Liddy, 
Exhibit 180 filed, being Apoortionment of Radivay 
tai Revenues anc Rallway Oserstirg Pxerenses 
between Passenger Services and Freight Services for 
1946. In 1948 only 328 of rafiway overating exgenses 
arg directly separable im the Company'e secounts be tweer 
the two clesses of service. The belance of 68¢ was of 
& nature inourred for the Coupanyts retl services ir 
general, and sould only be apnertioned anon an arbitrary 


C.P.R, submite that the oreblen of dicentangLine 
joint costs is ene of great magnitude and comolexity, 
~ an allocation of sony coets mast be made on the moat 
arbitrary basis, Claims that accountants and econosists 
on rainergua o¢easiong have stated thet rallway overetiona 
do net lend themselves to cest secountine. 


Refers te Erhibit 181 ~ Details of Investeents in 
Ralivay Property as of Jamaary let, 1948 (C.P.R.)s 


sie unifora areten of secounts for stea- raliware 
ae preseribved by the 1.0.0, does not deal with the subfect 
of segregation between freight and passenger service, It 
ia done by @ rule of the I.0.C. Under the I.C.¢. prac 
tice they ask the carriers to keep separate secounts, 
Separate heoks for the maintenance of their road, ard in 
* large terminal it might be fount thet there would be 
taree op four different <inds of yards, a passenger yard, 
a fvelght vard, and cerhepe a commen yard. Esch one of 
these cages would bave separate boeks. The 1.¢.¢, ask 
that the expenses that are solely related ts ausgenger 
im respect sey of the maintenance of yarde would be out 
in a eolmem solely related to ceasenger. 

vitness points cut that the srimary sceounte keot by 
the C.?.%. wolle not being separable yetween radlway and 
passenger, ars uneful Tor management control curposes in 
respect of Labour and material item, 


® 


Witness coments on cost of service orineisle fren 
& practical staniosint, and claims thet it is insossible 
SG apely,. The problem of disentangling joint essts is 
one of great tegnitude end complexity. Any attemoat ot, 
cost ageounting would be a most euexhersome and exsensive 
PFoOCecure ami would imevitably involve the sliceation of 
ao many itens on a gurely arbitrary basis as to be of 
little, if any, value. 
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26622 Refers to the figure of £1,001,000,900 represen- 
ting the depreciated investsernt base of the C.Pshs a8 
at Dececher GJict, 1947, as ab the gross investrent 
on the rafiway croverty, and ivay working carital 
lees the book desrecistion reserves. 


Witness in questioned ae to what hapsens when 
one railwey Pave another railway or sequires it. 
Are the assets taken in at the value they stend in 
the books of the railway that is acquired or bought, 
or are they exleulated o: the basis of the orice that 
ia pelt? The witness saves that in the case of the C.?.%. 
these figures would be the aepunte if they acquired a 
Line out~ighnt, end they hed the aceounte for it, bat 
that they have Bed no euch experience to date. In the 
ease of the United States reliwars, it is the cost of 
the imrestsent of the first one to devote that property 
to transportation service thas goes inte the booka, and 
then tangl adjust their balsnes shest between that cost 
ami the purchase vrice, 


eee Pgcur cbaayes how the figure of $1,001,900,000 
is arrived at. 


in the case of the C.?.2. the proportion of gross 
investment in railway ion gracky se cgge ie depreciable 
mounted. 36 55.9% and the balance, of 44.1%, was non- 


an ites in whieh the value has inerensed or whieh 
apeoreciahle rencins in the books at ite original 
Sigenctoat COSt. 


CeP.R. for inlami steanshins comsenced depreciation 
aceounting damuary let, 1934; for rolling stock, nmeeaid 
Lest, 19403; and for read property, July lat, 29 


Mr, Syans on heme ged the CePsRs pointes out thet 
tne enges im the Undted States cake 14 <uite clear that 
tue omus iiee on hin who suggests th<t the investment ie 
not pradent to establish that it is not prudent, and 
that orima facie evidence of « rate base is regularly 
and usually accepted fron the books of the cocpany. 


46648 Chairman refers to the C.P.2. brief where it is 

7 submitted that in order that rates be Just and reasonable 
to the railway the general level of rates ghould be such 
as to provide an equlteble return on the investment in 
ralivey property used in transportation service, 


Setar GePeRe ance the Commission to hold that the proger 


metho’ ef establishing 2 rate tase is an ecultable return 
on the investeert in raliway proserty. 
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to know where that leade in the matter of maliway rates, 
Ineome wi ! 


| Mr. Evans refers to the argiment of Mr. A. J. oe 
Priest in the 29 Percent Case, page 3959 to 4938, whieh 
Containe the law presented te the 3.7.0, bo Hrs betost 
dealing with the whole lasue ac far as rate base and 
fate of return is concerned, 


Ms, Liddy elaies toat Canedian railways hold «a 
considerable degree of uniforstty in agcounting, and he 
belleves that the abetacles to sonplete uniforuity in 
secounting and statistienl orecedure could be overcome 
iu & Peagonable tine or Lergely oversoue to the extent 
varranted. 


fuas the first etey te to adest a miifor: tlaseie 
“eation suitable for Cane 


dian raiiweys, Believes the 

inowuld be designed te show the finaneisl 
? & taliway transportation, such ag 

| United States rallwera by the EeCels 

Relieves Canudian claseifieation should fellow the sane 


: . ' Believes the 
details of the classification should be desimmed to 
perait ready corparieena of signiffieeant orivary asecounts 
being made between Carndian and United States railrocds, 
Helleves @ wore sivple elaseifteation of aceounts should 
be attecoted for use in Canada than gresently prevadis 
for Class 1 carriers in the United States, 


Conaiders I.C.C. practice af requiring carriere to . 
keen segregated freight and eee accounts is an 
unnecessary reqailrevent for Canadian railweira, Hellevres 
one single Glassifieation of secounte for Canada ghoula 
be preseribed for ell Canadian railways rather than the 
Separate or condensed elaseifiesations whieh are in — 
effeet in the seeller redlwaye in the United States, 


Urges thet the principles of secounting of the 1.c.¢, 
tlessificeation be net dens ted fron if st all soesible, 


Subeite thet if thie Comsiselon feels that it should 
aak@ any Pesomvendation ag to the method ef derreciation 
to be followed by Comadian reilways, it should recoocend 
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eitner thet the user nethad be adopted er that eny 
Canadian raflwey showld have the ovtion of adopting 
that method, 


Refers to a provosed Order of the 1.6.0. which 
has deen cireulated te the railroads far eonsiferation, 
(Under cate of September, 1948), indicating the depre- 
ciation charges far tiles, rails and other traci material 
might be based either on the straight line method or on 
ae ro nade te correspond with units of use rather 
t ax s 


Mt. Liddy guemarices Kis views with regard to 
unifors e¢lassifieation as follows: 


"TE c+lieve the Cenadian classification should, first, 
be designed for conditions in Canada; secondly, it shoulde 
be auch ag to attein uniformity ir agcountine bo the 
extent poselble for rallway tronssertetion services; and, 
thirdly, it should pereit ready soessrisens to be made 
with similar operations existing in the United States," 


*f would think, subject to the recommendations of 
Coasission on the tread principles to be followed, 
thet the clagsification should be develosed uncer the 
authority of the Board of Trangport Com ssioners,* 


Cising that it needs the contined expertence of 
Pallwey officers and the experience of the regulatory 
tribunal te decide on what should or should not to into 
thie unifors classifileetior, 


Paints out thet there is « separate classification 
in the United States for exorass compenies, entitled 
"Uniform Systen of Accounts for Bxporess Companies, Pree 
seribed by the [,0.0, in aceomtence with section 20 of 
the Act to Regulate Commerce." There is sles a segatate 
afr for eommundention services in the Taited 


* tt 


Csnadian Peeifle Beprees Cocteny files - senarate 
atrial repert with the Bene, amd els, wand 


Witness oes rot think it is elther necessary or 
désirsble to interrate tn the radlway aeeountes of the 
activities of the express company and the cMrmunications 
departnent of the Cera Re 


Witrese takes this position mainly because inte. 
grotion af theae services in the reiiway eecounte would 
only present unnecessary complications, and becense 
telegraph rates and oxprese rates hear no necessary 
Selationship to fweight and pessencer rates. 
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Prasent arrangement ie that the Express Conpars 
pays to the railway cospany the amount of its 3 ne 
revermme Tron express traffie far the privilece of 
heaving te express carried on the railway. If the 
entire antes ong of the exuress company were integrated 
with the rallway coopany'ts accounts, it would becone 
necessary, “ina deternining adjuetqents in the level of 
either express rates or freight and presenger rates, 
to seperate these in some way, as they are now separated. 
In the result, nothing woald esired by integration of 
these seeounts, and a lot of new eouplientions would cove 
into being. 


Refers te Exnibit Let Photostatie copy of procosed 
order of Interstate Commerce Comission re straight Line 
and user depreciation. 


CoPoh, gubmites thet the user method, by directly 
relating the depreciation charge te the use “ede of the 
property and equipment, is « systematic and rational 
cethed of slloention, 


Refers to the 1,€.0. report « 19199) deal 
with depreciation charges of at BS gening 


Reference ie made ts the 202 Preteht Rates Case and 
the evidence given by varlous aceounting | experts on 
bohalf of the CePsets on _— ererem af « deprectatios ard 
the merite of the tiser method, 


PN. suleite that the evidence in the ¢wo rates 
guses “ets ami 296) strongly supports the user basis and 
thet no effective attee’s was made upom it. 


Cehe%se gubcits thet the taser? depreciation sethod 

“us substantial advantages not only to the ratiwar co«sany 
mt also to the users of raliway service and to the railwoy!s 
eaployera, To the sem whe gays the freieht, the Masert 
method evsures that the elezent of depreciation cost remains 

eroportionately the game regordless of the business evele, 
to the railway porkeve it tends towearls etabilization of 
exployment, as enposed for instance, to the tatraight~Linet 
nathod waded requires tne game dollar charge in 2 vear of 
low business vwolwue as in a year of hich business volume and 
thas inclines to eurtall the anount of maintenance work 
which eight otherwise be done durinc depressed traffic years 
when oices are relatively low, 


in tee opinion of the C.P.®., any statutory direction 
Sigiy goeestuate ‘anavudeer “iy Gade ‘be eiaee Iedagading and 
genera charact n er ano 
inant insdot ting the Foard in the exercice of its adninistrstive 
funetions, Over the years there hes been « constantly 
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expanding develooment ee amd the way 
wucht to be left open to the railways to avail then. 
selves currentiy of such developments, under the super- 
vision of the Board. 


CePshe Subsite that the railways aueht to be civen 
an option, If thaere le anything preseribed, it ought to 
be the user basis, If there 1s to be nothing preseribed, 
the raliways ought to have thet option of using the urer 
a¢ against the etraight lime methed if it {6 left to then, 


CePsR. in the first plece say that any statutory 
direction ar ara. a et gyeter of accounts shopla 
be exteadingly general im character in order to svoid 
hastpe ing and inhibiting the Board in the erereise of ita 

ubeindstentive Pauetions. Secondly ther say th«t over 

the years there has been a constantly expanding develosnent 
of inforsatior and the way ought to be left open to the 
Pallwars $o avall themasivers currentiy of ouch develope 
ments under the supervigion of the B.7.Ce 


Re. Lidar subeite that any method of deprecistion that 
does not reoornice the coneiderable fluctustions thet erist 
in rellwey traffic, mast inevitebly hove a serious drawback, 
& vigid method of alloestion of depreciation as between the 
years means that in good times less depreciation will be 
alleested per unit of traffie then would be the case under 
average treffic conditions. In his view the tdes] sethod 
is te @¢ alleente the deoreciation spoyieions as betweer 
years te effect az even a borden per unit of traffie as is 
possible, and consLetent with sound secounting practices, 


Mr. Liddy sumvarizes the advantages to the railway 
comvany ant to the users of the user basis of depreciation 
ag followes: 


As te the advantages to the paitony eorpany, “hese ore ~« 
ide Ge accounte being realieticsaliy stated aa between 
months and ag between years nore nearly in relation to the 

volume of business aoonees done, ie an aid te sanagerial 
direction and can 

a» the faaxiblisy of-ocer Gepreelation method slaces 
the provision for depreciotion om a perity with other 
items oF expense which go up and down with the traffie 

moving 

30 in periods of hard times it is not elways desirable, 
or even possible, to recover from users the ¢ sane grees 
anount of depreciation a8 in eo0@ yoara, 
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Froe the point of view of the users of the service, 
the advanteges weich exist for the raliway will react to 
the advantage of the Users. 


Reference is onde to the weer method os far ag the 
ralivwas is coneerned ag regarda ineowe tax, amd Mr. Evans 
points out thet the income tax is based on "what is enon 
- -< diminishing belance tesla commencing with the year 

; & 


Mr, Giddy clades that tilde O00 mosiness Level is cood 
and padlway treffle ie moving in volrme, Ghat it is oniy 
erulteble thet individual radiway users should contritute 
equally as much per anit of treffie ae would individuel 
railvay users eontripute during periods of depression ser 
anit of traffic. 


He belleveg the flexibllite of the user beeie tends 
to gtabllice raileay eeployment. In poor times, Fallway 
senagerent is hard pressed to aake oauneukee an the use 
of lahour end meterial. To the extent that depreciation 
eharges are lighter dering Low traffic years, there will 
be Lese oresgure on martprevent to rednce exoenses In cor 
hong ry en it cd distinet eeonemie advantage 

the need f ek ig highest during subnorusl 
pO A and it. is atering cin geriote that the ereatest 
volume of asintenance work ean be done «t the lowest cost, 


CePets Sutrite thet with regard to the segregation 
of aesets betveen rail ond non-rail operations, it keers 
ite accounts in cuch a wey a@ to enable an atequate 

sugrege tion to be meade exo@pt in the ease of working 
cmnttels Caton must slways be a eatter of Jndgerent, 


at is the view of the CPR. that investuents in non 
rallwey properties should not be ineluied in tae investeent 
base for raliver tranaporta’ Lan reaulte. 


A Canadien radlwouy classi fieation for the sursose of 
miforaity of sceounrts should be confined to showing the 
result of trenevorting goods and psasengers on the 
feollities of the carriers which sre required fur the pur~ 
pose of orovidirg railway transportation service. It is, 
therefore, the view af the CyPsets that this orinciple must, 
as a metter of course, apoly to the rallway investoent 
agewant es well as the railway ineone account, 


witness yf ye thet the erobler Le reduced to 
ite _sicplest terns there is any readily avaiiahle for: 
on the one sand the imeome result which is derived solely 
fron pallwey transportation service, and, on the other 
hand, the amount of the investment in feetlities which 
are used to srovide that services 
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Witness claims there would be compliestions if 
thé nen-trangrortation lnvese and investment vere 
included in the reilwey aecount. @uch a procedure 
would Llupede the oregress of rate cases. ¥itness 
aleo suggests that the question of vhether non-trane~ 
portation endeavours are orofitable or not showl4 have 
no Searing on the fixing of raliway rates. 


Telegraph end wire services ag are required in the 
operation of the C.Psh. are seid for by the reiiwar at 
coat, snd the amounts so paid are duly reflected in 


railway sourstine expenses, 


_  SeFe®, atbndssia 
states as follows 


"this ie by far the major operation of the Exoress 
Company, ite aubsidisry operations include the gale af 
money orcers ani other finencial paper, [t algo has 


gene ineoue fron investuente, The net income fro the 
Sele of eoruereial paper is taken as Gther Incorwe of 
the Canadien Pacific. The income frec investeents is 


ni dealing with the Express Company 


Fh 


ARPS 


the only ‘eal net inegag of the Exeress Conpang,* 


Refers te 1,€.0. practice and the facet that on their 
fTallway property they made a valuation amd have kept that 
up So date on a veoroduction cost sasie until shout twa 
years ago, For many years they allowed « rate of return 
based Of a average of the depreciated cost basis and 
tne reproduction cost less depreaiution, and up until Ex 
Parte 166 that was the bagia om witch the I40.€, wert, 
in @ long series of cages whieh followed auyth v. dees, 
the doctrine of regraduction cost was pretty well tosced 
Overboard. 


it, Svans refers to the argument of Mr. Priest in 
the 20% Case that by and large the prineiple ie « de« 
preciated investeent base or « depreciated histertesl 
cost bast. This may have ite shert-casings. Sane 
people think it hes; soce seeple think it showld be 
reproduction eoaty other peecle think that the 44rfienity 
ef getting a reproduction cost le so great as to resore 
any practicel value from that sort of thing, 


in the case of the C,?.%., the provortion of easltal 
stecs te long term debt worka out te a patie ef 44 to AGSs 


Refers to the fact thet cortain stocks were sold st 
& diseaunt in the early days of the O.P.R. as follows: 
1383 ~ @ steek issue which was sold at « 4iseaant 
of $15,000,000 (sar orinelect $908,000)4 
meee ~ & Stock lsene whieh vase sold at a discount 
Of $14,000,000 (per principal #50,000,500); 


iw? i 
ol Pe 


ho 


1834 « a stock issue which wes sol4 at a diseount 
ef 35 003,009. pete principal $10,000,000): 

fron’ 193 » in whatever year there vere new 
issues af seen Shey were sold at premiuns. 


iL6733 Mr. Liddy is asked to coment on the cuestion of 
inereage in tersinal costs as compared with the 
ineresse of line haul costs, and the acipaaiinae: sitll 
by Me, Hoffat, witness for the Province of Manitoha, 
who clained that terminal costs have increased sore 
sharply then line haul costs, 


> 26794 Mr, Liddy says thet on making an analysis of the 
available lafooeathen, ne finds no evidence su porting 
Mr. Moffat's suggestion. Frou the results of 

is wade the fluetuations in terminal pony and 
line howl coats appear ta pave been very the sare over 
the seriod under study. 


Mr, Liddy does not * ha thet one of the major 
aifficultice weie: the railware heve been uttering in 
the Inet year or so ic due to the deeline in passenger 
traffic, and the tremendous logs thet the raliways ineur 
aga remilt of that decline. 


16314 ie believes that the passenger service today, that 
is far the year 1946 (last figure available) has not 
been o burden on freight in totel. 


fe goes on to point out thet while it has not cone 
tributed very such to joint or camron expenses, it has 
net been a surden. It has paid all its cirect expenses. 


6822 Mr, Liddy does not cot that the interest which 
| kee GeoPehe raceives frou the Toronto Terminals Railway 
spany on the bende which it helds in that Cony aay are 
proper iy eredited to ite rall income rather than to its 


Opl $7 other LOO. 
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C.Pehs tables figures enoving the extent to waleh 
labour ig responsible for expenses of operation. 


L949 = 58.9%] arta "a LI4e She TLE 


LOA3 — 51.68%; 1944 ~ 520A9%3 1945 - oy T6e: 
1946 = 5802943 1947 ~ 5h03%3 1948 - 55.5253. 
La? « 55, Alike 


Payroll in percentage of operating reverme vas 16 
followat 


L940 » 4308003 194L ~ 39,4753 1942 - 38.85%5 
L943 * 37.3983 L944 ~ Aled2%3 1945 ~ 42.09%5 
1946 < 47.838 LEAT ~ 47.258} 1948 mw 9623 
LG4P - 50059 
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Contains statezent sewing retio of payroll to 
operating revere and operating expenses, 1940 - 1949 
in doliars and cents, . 


Contains statenent showing ratio of payroll to 
operating revenue and operating euper=es in percentage. 


 «- Containe « stetement made by Mr. Fvans on behalf of 
the €oPse%s setting out the principles hich have governe 
the Board of Trangport Comulasioners -t arriving at just 
and reasonable rates, 


Mr, Singlair on behalf of the €.?.R. points out that 
there is no statutory requirenent or any order of the 
Zoard requiring a rallwsy to secure an order for reduction 
of passenger train service, the practice heing thet where 
passenger train service on « given portion of the line of 
Yallway is te be abandoned conpletely, they always cet en 


Mr, Liddy etsates that in bia opinion the cacttal 
cost per ton mike in the future vill rise substantially 
over whiat it bas hewn in the cast. 


Mr, Liddy's wlew is that « reasoneble overating 
Yatio or a reagonable ratio ef net to gross earnings _ 
should at the present time be slightly in excess of 30%, 


ur, Liddy ig asked by Pr. Angus emmeerning the 
question of ratio of net to sross earnings, and whether 
he would expect that ratio te remain eongtart if labour 
coats of the railways rise sharply, and whether the net 
return would increase because labour coste increased, 
Mr. Liddy thinks that over a period of yeare it should 
inevease, because Lshour costs are merely a reflection 
of the price levels and sroperty investment will ee up 
with ordee levela. Mr. Liddy taincs the ratie is the 
firmest basis they have of measuring what ia 4 reasonable 
return, ong of the yardsticia anyway of measurine wiet is 
& Yeasmable return. 


Mr. Evang on behalf of the C.Pef. saya that the CaP eRe 
does not know whether the passenger service ts paving 
out-of-pocket costs amd in addition econtrituting some. 
thing to the general reverue, 
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securities or whether it vas received in various ways 
Syren other sources such ag the Dominion Goverrsent, ete. 


_ Om the question of telegragh services, Mr. Liddy 
points aut that the cost to the railway of wire service 
is divided into two parts, The railway has eertain 
exelusive use of wires such as despatcherst wires, and 
other wires are set apart for the exelusive use of the 
raiiway., The second sart is that of the operating cost 
in whieh the commofestions depart=ent bill the ratilway 
at the sang cost per sessage for operation as they find 
Lt easts commers services. All segsages are counted, 
vallway and commereial, anf that is divided inte the 
operating cost. 


Canediun National ineludes in rallway operating 
revere accounts the gross earnings fres cor-cercial 
rommunication services, whereas C,P.2. does not, 


Me, Liddy feele that Cenadian rallwars should edept 
the straight-forward pleam and get rallway revenues and 
railway expentes om the same basie xe they de in the 
United atates. He thinks this ecoul4é be see: mpli shed OP 
the madivars and the 8.7.0, together working out a 
satisfactory plan for uniformity of accounting, 


ss 


Regording the user method of depreciation, Manitoba 
indicates that 1t will inelude the reson uandation that 
the B.TeC. be requived ta fix the rate of depreciation 
and the sethed te be followed. Manitebs is not recon~ 
mending that the statute set this out, mut saye thet the 
Beard should preseribe a unifor: wethod, an? that ite 
tholce ought to hecone cocgulsory. 


There are three uain differences in the operatir 
accounts of the Canadien Pacifie and Canadian Bationsl, 
One ig with respect te express earnings, one with respect 
pe re Pl ae and the other with respect to depre- 
SLAULORe . 


In tne case of the C.P.%., net enrmings of the 
express compeny Trom transportation are taken inte rath 
earn » ed the net earnings from the Mnancial 
operations sre taken Inte nonerail incase. On the 
other hand, in the case of the C.N.2., sll earnings are 
taken into rail, 


tLe 8% 


16275 Refers to 1.0.0, classifieation and points out that 
. at the present time 1t does not even provide an sccount 

fer express expenses for the reason that no reilway 
company has had any need to use such ar account, and 
hes not had since 1939, heesuse all express for the 
warlous Clags I railways in the Unite4 States has heen 
carried by the Gallwey Express Agency, whith is « 
company ouned by fae seventy Clase I inttea States rail 
WOFSe : 


170% CePe@e. im the case of their express compara hae a 
) separate organization, a separate staff, separate 
} officers, board of directors, accounting, clerks, ete. 


47203 Cok. Ry Save not a separate company lit operate their 
express as a gepartrnent of the rallwar. 
hi Mr. Frewley on behalf of the Province ef Alberta 


wants teis Cosulesion te recomend that the 8,T,.0. be 
= wide cover to set up a uniform ereter of seceunt~ 
mE and that it include express operations af the raile 
Vay « 


47296 Mr. Liddy is asked if the commercial telegraph 
services of the C.P.%. bave been developed Largely 
48 & Dy~procuct of the railway operation, and he 
replies “:.t it ic « completely separate department 
aa & Separate general manager, separate secounting, 
ebCs e.% ; 


S73 Tne telegras: service is operated at a separate 


department ef the C.?.P., and the same applies te the 
fea li wele 


Mr. O'Donnell on behalf of the C.%.8. voints out 
thet in the -ease of the C.H.R. there sre eabsidiary 
companies bat they are operated on a consolidated basis. 


aiug4 Mr. Fravley ocints out that the nosition of the 
province before tae 9,.7.Ce was that ££ Other Income te 
net to be tazen into acsmunt then at least Other Ineone 
must hear ite oropertioen of ecorpotate obligations, 
namely, fixed charges ond dividends, and that in the 
lest analysis fired charres must be agvertioned as set<een 
veil and ron-rail and that dividends must be apportioned 
as between frail and nonersil, He goes on to mink out 
that you would only charge to rall thst portion of the 
fixed charges which have beer apoertioned to reil and 
you would then leave to be borne by Other Income, that — 
portion of the fired charges which have beer apportioned 
to norereil, 


Mp. Prawiey refera to the judgment of the BsTeCe 
im the 208 Case at page 13 where it is stated as followss 
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nny ity te centrel the sceounting procedure af 
the rellways in the manner advoesnted by counsel,® 


Hy. Ovens on behalf of the ¢.P.2. points out that 
the ByT.C. for many rears and in practically every rate 
ease has ruled time anc tice again on the question of 
Other Ineous, and in faet have said ~ "We will not take 
inte account in fixing freight rates, the income received 
from other than rail operetions.* 


Mr. Prawley!s general contention is that on 
yrinciple the itens of ineeme such as communteations 
should be included ac rail income, contingent on the 
BeteCe proceeding on the requirement basis as eprosed 
to the rate of return baste. If vou are on a rate base 
besis, then other considerations apoly. You would add 
oe man an im these properties to the rail terest. 
Me Ge 


Mr, hiddy solnts out that the 1.¢.€. had ontional 
accounting for depreciation for read property fran 
1914 to 1943, and yet they had uniform aecounting. 


The Canadian Hational have straight Line depre- 
ciation for all equipment, retirement accounting for 
roadway exeepting ties an? raile and thet sort of thing 
and for thet they heve no depreciation accounting at all, 
the G.P.8, have the user method for all depreciable 
assete except Imiand steanships and have renewal aceount« 
ing, in other words, not “erresiuting ascounting, but 
rengwal aceounting for non-degreelable road assete, 


we, Liddy is in favour ef depreciation accounting 
and lz in favour ef the user basis if they can all agree 
on Chat basis. If there cannot be an agreesent then he 
i¢ in favour of allowing each company to exercise Lts 
oetion as te whether it uses straight line or user, 


Mr. Frawley on behalf of the Province of Alberta 
contends that uniformity of depreeletion is an essential 
part of uniform aceamting, awd sugreats that this 
Comission ¢o so far as to state that within undifors 
agcounting there gust be unifern desreciation sethods, 
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that the A.T.C. must heve 
% shall be regarded as rail 
sust ig the renainder, 
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17155 
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17159 


Suggested amendment by Meniteba to Seilwey Aot with 
referense to uniformity of eceounting proceedure and 
depreciation. 


Peels with early fineneisl histery of the CoP eRe 
The exoss examination of hr, Liddy wee direeted 
pertigulerly in a5 sttenpt to estebiish these points: 


le~ Theat eartiy investeent in the ©.P.H. wes cixmed at 
poplin la Yallwey service en@ apeeifleally ieng beul 
ROLF ACS 


2.~ That sowe of the savwatiel ee pital (oreeeeds of 
anes érants rertienleriy}) were subsequently eased in 
imding non-reil services. 


es het ae 6 ¢ongequerce investcent fleures for rail 
rate meking purpomes ghould be out down eecomingly. 


4,- Thet ae & result of the eerly “Intentions” towird 
reli service it wen questiorable whether the Comseny 
shoul’ try to compete with trucks or operete ite om 
trucka for shert heul beainess, 


Hefers to Szhibit 190 and roints cut thet the use 
of the term “4ividerd« doclared" while technically right 
netuclly eo fer ee the sherebolters were congerned , they 
hed received s Gividené of 6 fron Lard by virtue of the 
deposit of money wits the yesvees Sovernmeent by the 
Cal eike a4 as ACVEncé seou from the yeturel” Government 
for the purpore of atl a ay! cme # @ividend of 3% on 
oxfinery atock thet hed ‘Nene igeued for ® period of 16 
yeare.  ‘thia divides’ of $4 wes in edidition to any 
aividente whieh appemr on Exhibit 190, 


he amount of the money poid out of capital wes : 
some sixteen siilion @oliers, thet in peid by the ¢.P.5, © 
te the Government to guerentee the dividends. 


"§ midlies ¢ollera ie ine luded 
COO. Soliwey iavestment and 14 is 
stien of the "GaP at thet they are extitled ta « 
that emount even though the sixteen w#lilion 
pala an dividends to thelr own shareholders 
cut of capital, The ¢.! wile looks on thie as pert of 
the cost of buliding the rellway. ‘he witness points out 
thet there were peculiar eiveunstanees at thet periad of 
the Compeny's history in whieh 14 wes necesaory to make 
indueements to any person to loan money. 


uefers to 2xhibit 191 whieh shows detelig of 
investaent in saliway property end inclwied ia thet are 
Gouations to the extent thet property was bulit with | 
Sonmmtlong<« The witaess points out that all tie property 
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in thie Exhibit represents Investment and thet the ¢,?.8, 
is simply aeking thet « return showld be ~ede on this 
investment. 


Hefers to Exhibit 190 and the witness retats out 
that the lend Aecount ¢oee not a ppeer in # Exhibit. 


Witness pointe out thet it is slecet impossible te 
aseertain how much of the canmon treasury hed been used 
te finenee reli operntions end how much hea been used to 


finenee other operations of the corporation. 


Witeess refers to Exhibit 190 end points out thet 
his stetenent thet there woe other income thet the 
corperetion bed whieh was not refleeted in Wxhibit ise 
wee Incorreet, “that wee en inedvertent and burried 
Snewer and i want to say thet all ineose of the | 
sorporetion fs in one wey or onether reflected on this 
stetement, but thet the Prefit end lese «=~ the lend 
surplus belence is not recorded”: but omy money thet 
at tits mee een ae sale of lend or from 
o12 rights goes inte the commen treasury of the company 
and is = in one ey oF another threughout thie 


ate tenen 


owning 45 wholly-owned reil subsidleries; 16 controlled 
zoe seey pps eee (the majority of which ere in Ceneda); 
$ jointly sontrolled reii companies; 14 lesset railwnys 
in whieh the ¢.P.2. hes no investment by way of ownership 
of common stock or ownerahire of benés bet on whick 1t hae 
lenses; 13 wholly-owned non-re fl subsidieories; 1 

gontred iad nonerail comperies, 


The witness is asked whether when money wae origingily 

| inte eeth of these ventures, thet the atiet ne) 

tention of the investors wes to further the ratiwey end 
of the company and the witness replies «es follows: * 
would pot gay so, Yr. "aePherson, A int of these things 
bad & ¢omplementary effeet on the raliway. Ag a matter 
ormmet, it would be very diffleult to conceive of en 
investment emde in Cenade that would not help the rails 
wiys, whether you put it in the Pulp will or whet heve 
you, but I think se investments were made recliy to 
fullfil somewhat the contreet, ené tint ie to neissete 
this rellway end operate it efficiently forever.” 


*itness sugrests thet when FOU come to test reil 
Yates that you should look at the rail investment asd 
the reli returns ond decide whether they ere reagonable 
OF ROt Feesonsble and whet should be fone about ft. 


Om the question of mepaeosy | ea¢ the ¢o-ordins tion 
ef trucking aba a with reil eperetions the witness 
stetes es follows: “Sew, If It ta nessible to eo-ordinete 
the trucking services wth that and aveid building branch 
lines ond avoid perhops stopping treins at every little 
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> beeaw 
4376 biood depends upon thie reallweay plant thet we key 
wey DabERy te ais ceot ite regen to bulla it i 
plent, te te future, and +t | ew 
bs sound se roned lines.” ; . 


BPs MeoPhergon Ryu Gut that whet he is trying to 
bring out te thet th: Comission must cive consideretion 
to whether there cust not be ease mensure of integretion 
of trucks and rail, and Whethexs.o sot uier the | 
oa mt gn 7 2 the wi tees tbat ie before ‘er ine 
comalest ad Ns os ohh a Toll Wing a wivrage is 

te get all the traffic of 11 kinds, 


the 
dtiie Utilities seports at Pag 
juastio | Of Gonetions ae 


“Donations, customers’ deposits 
ete jal 


they 45 not Sepiesens as 64k jontete ne 

-ney €6 net Pepresent a ree se pu ¥ Value or 

the mount of working capital ac defines in thia judement. 

But ag the shareheld funda they 

“re Rot entitled One method of 

treatment ta to d 3 Prom the vate beae but 
thie @ase this is  Phese funds, with the 

exgertion of be pe gape + 91 gence a to the 

srviece, and eennot be segregated excevt on 
SoS iI arbidrary bewla. / ) 


_, she method used is to treat these funds 22 sone 
interest~- tg Monies ané no return is allowed on them 


in the saleulation of the tute of return, The ultinete 
result te the sonsumerg ts the game. Though the funds 
in question ere aot deducted from the rete bese, they 
heve & compensating effect in Tedueing the rate of returs 
on that rete base,” Potted Ba 


Also Pefers to detision of the Dietriet of Colunbie 
Publis Utilities Cormission (85 Publie Utilities deporte | 
at “ege 94) feeling vith uniform classification cf accounts 
for telephone compenies, which atates as follows: 


“Statement, In connection with accounting order, 
tributed by subseribers or customers of utilities although 


ing to the utility, sheuld not be included in the 
rate bese,” owanfil “ | 

_ Me. Brang cives @etelis congeraing the qhestpera tics 
sad statutes involved in the Yoronte Terstnals ga lway 


MP, MagPherson contends thet so fer ns the setual 
figures ere concernea a8 ¢ result of Exhibit 49-49 in 
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20% SOege that Exhibit 190 does not renresent the s etual 
present povition of the eompeny, an@ refers in this 
wegeré to the question of dividends which ere not pro} 
perly refieeted since they do not include the 34 a4ividena 
e@veranteed by the Tederal Government and to this extent 
the Exhibit dees net set out the actual receipts by 
shareholéers from the Treaeury of the compeny. He goes 
ob to point out thet from the etendpoing of the freight 
payer one must look at the position of the ecrporation as 
& whole, beth rail and non-refil, 


in and charced to 
OO freight car thet may be 
feelent ear, that 
xpenges., ow, in 1030 we 
wene looking forward to complete abandonment of thet 
Peplecenent programe, beceuge the coet of new unite of 
equipment not only wes inercesing, but they were creetly 


ineresaing in siae, asd the fundamental feature of the 
replacesent accounting become obviewsly out of Line, 
we leoked forward to abeadoning sompletely renewal 
accounting, and we went to retirement secounting, but we 
atruck the depression right then, and we felt thet, sinee 
there were neny tere end locomotives on hand we would net 
need during the depression, we could retire thes pertaps 
in a@vanee of the time we might ordinarily retire then, 
that our retirement cherges would represent a fair amount 
to be charged to expenses during the ¢epreesion, “ell, 
immedietely that gituation changed; that is, these 
retirenents begen to dry op. fe hed retireé «ll the cold 
equipment we wented to retire. Then came along the wer, 
ent we needed every wheel we could get rolling. Wo 
jonger 414 we have retirementa on band to charge out te 
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ENLIT 


expenses, 20 we immedietely converted to depreeietion 
eecounting fer rolling stoek, So reelly there «ss only 
one ehenge, elthough it was perhaps in @ ten-year peri 
between replacement end depreciation secounting. Thet 
is the only change thet hes existed throughout the entire 

- Ristery of the company. Now Mr. MeePherson hea pointed 
out some ed justoents. 


L73875 Witness points out thet over a period of veare the 
tellway eampeny hese bad te leen onobher income aa well ag 
ionéd surplus and refere in particular to the depression 
years when there was soare enytoing else to lean ageing’ 


17230 Mr, tmith, on behnlf of the Provinee of Nove seotia, 
in examining Mr. Liddy refera to an Exhibit fileé before 
the 2... contoining © statement of the methotis emplored 
in the eseertainment of the elements of velue, “he _ 
#seertainnent of originel cost ta stated te rest ont 


le- eeord cr proof of cost of the properties included 
in the beale inventories ani veluetions, thet on 
vanuery 1, 1948, were still {n existence and Uuge; 

ay ; 


a 


‘ecourse to estimate of original cost for properties 
thet were in existence et the time of the original 
vVeluetion and that were etill in existence and use 
on denuary 1, 1946, but for which no record or sroof 
of original cost waa then or ls now ovelieble; 


Sem seeort of changea thet have cecurred in properties 
subsequent to the date of beaie inventory end _ 
Veluetion, reported under cath by the earelers by 
unite end costs and checked to as late a date ag 
ia een by the Bureau of Veluetion engineers and 
auditors; | 


S&e~ ecourge in the ease of carriers that ore delayed 
in filing thelr reporta of property changes by units 
nd costa for some of the inte yeara, to reports 
whieh record changes in dollars only." 


17299 Witnese surgests that peapencer servicer ta 
complementary aot only to the freight serviee but to the 
communities it touches and also suggests that it may be 
complementery to the railways fnvestrenta in hotels, 


Sitness thinks thet even if the I.0.C. preetics with 
regard to segregation of psatenger ent freiecht revenues 
ana expenses wee not followed that it would still be 
possible to arrive at pretty much the seme conclustons 
a@ the €,?.ii. arrive et in their Exhibit 160, 


17300 _. she witness stetes that he foes not think Cless I 
Rollronde in the U.S. regerd pessenser service es a 
Losing besainese In so fer ag they would meke no money if 
they nad no paesenger business. In the opinion of the 
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witness they regeré it very aueh as the Conadien raliweys 
do, semely t the passenger businese is aot able to 
bear ite pro rete share with freight on 211 the itene of 
SE POUSS » 


Suggeste thet a raise in passenger retes would 
discourage travel, 


_ fhe witness egrees thet the Henff Notel would rot 
beve been bullt without regard to the passenger service, 


Witness acreesa that abandonment by railways of 
paassuaer service may lead to lose of freight service, 
ie gtetes «9 follows: "You ses sur freight end passenver 
facilities are togetier at « point. Take forinstence 
& @mall era dy usually the freight station is helf 
® mile outeide the town or goretiing like that, end the 
town hag crown up to meet its commercial needs by teking 
pessengers and freight from there te the atetion. How 
we abenion the passenger service; peeple no longer co 
to the @tation for passenger service; they would also no 
longer go to the stetion for frefeht; truckers would come 
in, aad they would eske other rrienés, Yow, I think thet 
is one of the poorest examples that I can think of, but 
there is, I think, Se @ coneection between maintaining 
pour passenger serv! to help the freicht. 

The Witness does not taink thet the time hae cone 


when the (.°.8, should consider ebendoning piesenger 
service. 


«he guestion of peasenger gemvies on thin treffic 
jines and tie ebenéenment of auch passenger service ia 
Giseusged and it fs pointed out that in the eyes of the 
5.7.0, the mere facet thet the raliweya lose soney fa oot 
considered aa auffielent reaeon for abandonment, 


Mr. iveng, on behalf of the G.Pskis, points out thet 
the 5.7.0, in s ease much e@ this will welgh the dise 
adVventeges they find appearing in the evidence before then 
egtinat the loss shown to exigt by the reliway, end will 
oome to & conclusion of, not « forwula, but « weighing of 
— eGventeager end disadventages they beve presented to 
thee. 


The witness is firmly of the view thet the I.¢.0. 
practios of segragetion of freight ond passenger would 
#éq nothing sitber to help the four? of Tren spert 
Commfesioners or the rellweye or rellway sesexesent. 


ggerts thet 1.0.0, method of segregeting pessencer 
eng freight wouldé be expensive. 


Witnegs guggests thet the rate base ond rete of 
return ig the only solution in Cemade for expediting 
rete epplieation hearings end the workable foraule. 
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Yhis rete bese as estebliishe’ in the U.%. is the 
only besis that hes etebility.  Aeslizes thet to 
establish e& rete bese might cause some difficulty end 
teke ngth of time but suggests thet onee 


‘sore 
enteblished it is prefersble, 


On the question of uniform slessificetion of __. 
eecounte witnecs pointe out thet the bemien would 
immediately be removed from the 3 aime er the Patlvays 
would bove atdited figures ef en Impartizl body end thet 
thie would be bouné to expedite the siturction. 


In the fingl anelyaie you vould teke your rate bese 
efter it having been establivhe? en@ you would sutalt 

your ere of revenues and operating costa, which you 

sey then heave been cheekeé end audited by the B67... 
and thet would shew your net revenue or deficit end then — 
you woulé simply heave to show whet your requirements 

were from « rete beee point of vier, 


"Witness sinits the possibility thet 1t would be 
fotile to fix a rate of return for « 4epression period 
becouse no freight rates could op. yezons that rate ef 
return since treffie would not F them. Wie auggestion 
is thet over time you showld get thet beck by edditi onal 
prefit in other yeers in order to even out the aituetion. 


The witaess denls with an estimate of « rate bese 
end whey = thet «@ rouné figures they might tare the 
depreciated rellway investment at sey one billien dollars 
anc agetme @ rete of return on that. - 


‘Deals with other figures for the purpose of examples 
in arriving «et « rate bese using & rate of retarn of #. 
thie would provide « rete of return on the par value of 
common stock of « little over 7 for the corporation. 


If the other income wag omitted from this | 
computation the vielé on the par velue of the common 
stock would be something less than 5% and in the opinion 
or tary eee thie woulé be Insufficient to ettreet 
ae > a“ : 


fitness thinks thet e besie element in deternining 
e fair xekuxx rate is whet will sttreet ompital. 


“itness thinke that the rate base Is a better 
methed then the requirement method. 


Dr. Angus questions the witness ae follows:- 


"4. Would it menn, Mer. Liddy, or ¢o you meen they 
ahoulé be able to borrow money on return of reall opersetions 
alene? i meen would you be aeliing your stock on this 
hypothesis, et per or considerably above per, becouse 
there ere #leo dividends from wen-railway property. 
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&» That ie true, Dr. Angus. If the shereholéer does 
not benefit from non-re property whieh wee built 

up lergely out ef thelr own earnings, you ean only feol 
them so ieng; they won’t give you eny sere money unless 
you meke @ return on it. 7 taink in the Cenadian 
reeifie situation where we heve extensive Investaents 

in nonereill enterpriess, that cur dividend rate should be 
suck that there woulé be no question thet we enuld go 
out end borrow aoney et « very low rete of interest end 
secure & ie peg on en ateare capital thet we might issue, 
end tant would » be & sound situction end « 
erect benefit py année and to the railiwey extirely. 


and further at 17325 ~ 


COMMISSIONRA abouas I put it thie way, if I sey eak you 
she. snogerons we heve hed ecriler in these preceedings 

& suggestion thet the Canadian recifie stock should se@il 
et per. Are we now + ecg aga, tg suggestion that it 
ehould be in ea position to geil at « premiun? 


Hd, ATRCLALR: I think the evidence in the 20 per sent 
case wees that it bed to sell a little sbove per to enable 
eB igeue to be ante, becnuse If it wee just et per cad 
en issue wie sede, it would of scurse depreciate it. 


» Singieir, on bebalf ef the C.F. pointe out 
rer ,90k on the eaxrninga of the nom}-rall investments 
6a & euebion end thet they think the 6.7.8. is entitled to 
@ fei nanan on investment on Pall property, which 
acoording to the evidence aiven in the 80 per cent case 
by the C.fsi, wae they believe 6 and £/Srée per cent. 


"he witness thinks thet 1t would be possible to 
pose out Wy yreee “Lae that would be approved by the Bel... 
by & Wiealael pelunkion in view of the 
9 Thee ‘the rer, ee bao Getelied accounting figures 
and © ¢ontinuous aceounting reeord te permit en independ 
ent verification of historical cost of investment in 
rellwey property. 


siteess thinks both tse Gel elie emi the C.°.%. should 
be on a rate beagles since that is the oote way to cet a 
gommon yordstick, 


Thinks « rate bese with property inveataent sete 
dewn with the two cosipenles te the same clements of 
eat, the only/grounéd that the eitness knowa of, 
Sugeteta that requiremeats cannot be a commen ground 
with the two sumpaaies. 
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witness gtetes that as long as there ere teo rete 
beses and the C.?.ie is allowed te carn a proper rate of 
return and the (i, ie &lloweé to earn @ proper rete of 
return, that the C.%,H, would have no ebjeetion to a 
teviaion of the eapital structure of the 0.) 48. 


The witness ugreee that if there Is any reduction in 
the fizxeé charges of the 9.8.8. the 6... does not wnt 
that fact to prevent the ©.F.ii, from earring « retieonable 
seen om @ Peacenable level of raiiwsy property invest+ 
Se be 


Riteese indicates that the fear of the ¢.7.%. arose 
ous of the feet thet the fixed shargee of the C.F... might 
be retuced and the retes fixed on a requirecent basis 
éue to inevitable publie cressure. Yor thia reason the 
CePehs In any revision of the capitel struature of the 
Seiet, would mint to be aaeured that they would be cut on 
@ besie thet they get a fair return on depreciated rell- 
way investment. 


The witness agrees that prior to 1022 the reguirenent 
basis wea setisfaetory to the €.?.k. In view of the 
recent developments, however, and the length of time tekken 
in the hearings in the recent rete ineresses, the require- 
mont basie now secma unseticfactory. | 


«Witness agrees thet « rete basis might entatl the 
réorgenization of the 8.7.¢. but does not envisage « 


lnege atart. 


Refera to the prudeney of investment and that in 
¢onsidering what items are properiy lucluded in « 
voluation for a rate bage, investwente which are cot 
prudent efe not ellowed to eer a mete of returns. 


The Chairman suggeata thet sradeney eust <man the 
pruéeney exerciaed by those who enter inte the investrent, 


. sefera to ew quotation from the Bconomies of Public 
Wellity Reeuletions, 1942, seeond printing 1947, Tege S79 : 


he tern ~predent® hee been orefixe’ to 
‘investment® to indieste thet the rete — 
bege should not include expentitures whieh 
are rarticnete to | unret sonable, extravagent, 
or fraudulent .* 


Sitness indicates thet in hie opinion it ta une 
fortunate that the raliweys @id rot get seme relief in 
freight retea before the war hed ended ond that the 
éiffieulty sow le thet they are apelying in periods when 
goats ere bigh anf when it is genermily felt thet the 
high rete will continve fer « long seriod of time and 
that this feet expleine the strene opposition to the 
applieations for increcses. 
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Om the question ef cost secounting the witness 
states thet in his opinion the ¢.P.ii. keepa ae effective 
6 aystem ag eny Class I U.5. tpilvoré. Ne cces on 
however, to point out thet rafiresds do not lend theme 
selves to sost accounting fa view of the sumber of 
impondexrebles aad fluetustions wich take pleee from 

% 


time to tine 


- 06 the queetion ef depreciation the witness agrees 
that the straight line besia would be uniform throughout 
the period of years, whereas the user basis would vary 
sometimes for higher and sometines fur lower than the 
straight line according to the volume of traffic. The 
revenue requirements on the streight line besia would be 
found to be legs in @ good year and more in & poor year 
end It is for this rengon thet the ¢.?.Re advocate the 
veer tesla. | 


Witness points out thet C.P.2. hes peldQlS eiliton 
dollares in income tex from rellway operations and 42 
miliion from other income, 


Gere, hag not mde a request to 1.0.0. for approval 
of user beagle in respect of their U.o. lines. They 
epply user basis to their entire eystem ead then for the 
purpose of the 1.0.0. euake «@ side record of the 
Geprecintion thet the 1.0.0, ask to be opplied on the 


Vee .. 


Refers to Income Tex Deperteent fixing saximun 
silowances in respect of depreciation and witness says 
thet he dows not think the C.?.8. depreciation charges 
under the user system ever reath/the mixisw:s « Llowences 
or exceeded the allowances permitted by the Income “ex 
Depa rtmest. 


ingome Tax Derartiaent bave set « ¢e1. of 6% on 
depreciation so thet ag long as the user basis cones 
below the ceiling there is no croblem with the Inseme 
Tax Jepettiment. 


Witness thinks it is fair to say that at the present 
ail the surplus aeeruing from freight. rates has been 
invested in rail enterprises, 


witness points out thet they heve elweys hed the 
uso” bagia ef depreciation siaece they comnenced 
depreciation secounting in 1946 for equipment and 1942 
for road property. 


@itness thinks thet there probably should te 
segisiation te enable the 5.7.0. te preseribe for carriers 
the classes of property for whiek depreciation charges 
my be properly iscluced. 


Witness thinke that ea a starting point the B.7.¢. 
ahouid have power to preseribe the prop erty wiich La te 
be subject te depreciation, 
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witmeas thinks §.7.0,. should bave power either te 
epprove or fix the rete of return end that the ralliwera 
should be able to come in and shew their esee, 


it is pointed ont to the witness thet the C.P.k. hee 
urget the decirabllity of uniformity ané that they heve 
siggested that in the case of depreciation where 
uniformity cenld be achieved it might be well to permit 
the rellweys te follow éifferent policies. 


The witness states that no metter what basis of 


Seprecintion one say choose, provided that it is a 
rational tosis, it will be found thet over the life of 


“on fenet under orthodex teeounting 1t mast come out to 
the same amount. There will not be uniformity if one 
nethed postpones the cost of retirements until tre dete _ 
it may be retired; it may be 50 yeers, it may be 60 yeura; 
it may be 70 peers. Unter sueh a basia there oan be so 
compere bility in eeoounting and there can be ae 
ecompariaon betwugen such eecourting ané depreciation 
soqountdngs 


Yhe witeese egrees ae follows: 


law het the 2.7.0. should heve the power to preseribe 
the mencer and fern in which reporte are to be made. 


S.- “o srovide that the retorts should olive an-necount 
of the affsirs of the carriers in such form and 
detail xa say be pregeribed by the Commiarion. 


oo het the B.7.C, shoul’ be able te pregeribe « 7 
uniform system of neeounte epplieeble to ery eldss 
of cerrlera sutbient to the gc fap hk of the 
Hoard, 2.@. sunli es well es imrge reilweys, 


4.~ That the |. ,0, should bewe the rower to preseribe | 
tie periog of time within which the reliweya should 
have thin wequivesent uniform svetem «na the canner 
in whieh they are to be kept. | 


_  vitaeas refers to Department of Development, G.%ske, 
which i¢ responaible for making studies by engineers and 
others to canvess the progpects of ptmgeh eens e new 
a and considering the desirebility and prefite bility 
OF SH» 


withess thinks thet the fixing of the genernl level 
of freight retes on the basis of « rete bese xculd tend 
to stabilize rail exrnings er the return to investor in 
reil securities, Thinks thet if they hove permanency 
im tie yleld thet thet would bea very beneficial. 


Witeess Is eeked if the investment were te ine reese 
gubstenticiiy without eng lemediate ineresae ia tie 
returns et the exigting level of freight retes would that 
mnetn that trere would have to be « frelcht rete revieion, 
Hie reply is thet this would not naeeesenrily be the ease, 
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be eather 1% would be a patter of j to whether 
the reliwiys felt that they should mit a Tethe while 


me met, investment begen to earn its fair return. 


behelf of the G.?.2., pointe out thet 
ints ? Seerteet fos ics respect to reeapitallaing the 
Clete Ie aw follows: “If the eapltalisation of the _ 
Senedien Nationa] were reduged in the absence of some 
ifie sroviaion thet & ressonable return would be 
ellowed on & rensomble level of »roperty investacat 
be left to the Bonré presueably, then the danger Sate he 
thet pressure would be brought % te Reve the oc endian Wanies 
at as the only yaristiek, aad their requirements, 
when would then be reduce? by the reduction in the fixed 
» set ea the measure of the relief the Cunedian~ 
Peete oe would eet. Xow, thet would of courss, conecivably 
put the Geamdien Cacifie in « position where it oould not 
dive, end that is the threst we aee in something that does 


not provide the protection whieh thet lengunge suggests.” 


defers to section 121 of the Reliwnay set requiring th 
approval of the 8, .c. end the exnetion of the Governare 
in-Gouped 1 ose to areas for aig lease and 
ooe Lannea tion 


aefera to itt 154 of the Avilway Act ieibde 
with treffie and runaing rights and AsProTRS roguives. 


« James C, Thompson Aeoounting * ‘Ttness for the 
GaP wits dees ¢ with the question of depreciation states 
thet the streicght iine «etied of depreciation in the ease 
ar nities igs for deprectstion in exeeca of 
requiresente when fectlities are not in use; and con 
versely, for lees than requirements in pears of intensive 
use, in hie view the user basie is rore realistic, in 
thet 26 io geared to the nee af facilities and distributes 


the charge or charges more equltebly. 


Th the witnesa’t view when vou beve a rete of return 
predicated on « rate bese, 1h is not necessary to apportic. 
aividends petueen rail and non~reil. 


‘Whe witness refers te the question of interest rete 
end stetes thet in kis opinion e favoureble interest rate 
Le predieeted upon certain feetors ~ denonsismted earning 
a pRaolty er whet ia usually termed “interest coverage* 
nil thet is in most cesses mensured by « statement showings 
the amount avaliable for the payment of interest a 
atetenent cover the peried of ten yeare and in thet 
connection exphasis is placed on the stesdiness of corning 
Public confidence in & company Is bullt ap if » company 
@in ehow that it has esrned en@ in 211 prebebility will 
continue to arm annually # satiafeetory covermge for the 
interest requiresenta, The further ; aE A the mature 
of the greperty pleiged, 


the witness subeita thet in order to determine a rate 
bese the amount of depreciation reserve vould ordinarily 
be deducted from the grosa investment In the milway 
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perty end if the amount of Ay on éeprecistion reserve 


is known it is pot nes to segregete the funda 


by setting aside s reserve, 
Tn other words, eit of the deprecietion recovered from 
ae users, comes off the i ta base for the purpose 
of return. 


The witness fake that at resent there are safeq~ 
euards ageinet the undue eo tion of depreciation 
reserves. Any excess sepreetation & ¢ompany heve get 
aside will be reflected in the @epreciation reserve end 
when the amount of thet reserve ta deducted from the 
iwvestment to arrive at the depreciated Investment, the 
rete bese thus ¢eternine’ upon which the rete of return 
is predicated will be that muck lower. 


The witsess does not think there ig ony distinction 
in ptincicle between the use an¢éd replecensat of cone 
sum ble o wit te provided originally out of shareholders* 
money end the use end re — oF fixed paEee but 
the proteas teres « little longer. 


The witaeas gives ee his view thet atetenests show 
ing the finsneial results of rallwey opermtions should 


' pot inelude extraneous revenues arising from non-reii 


operations alnee the end result weuld be netther reil sor 
nonerail, _ ® eonblnation ef both and therefore con 
fusing. however, moneaail ineeme in to be included 
then the ehalatenct non-tell investment should also be 
ineluded end should be vereitted to earn ae reeseneble 
rete of return regardless of whether the sornereii 
aetivities produced « profit or e loess, 


In the witness’ oplaien, the governing feetor as to 
whether iteme ahould be clessified es reil or nonereild 
should te whether os not the seset is creduoing or 
furnishing treasportetion services, in which cuse 14 should 
go Inte rail. 


She witnese thicke the €.?.%. in reporting ea rail 
ineeae the met revenue from exprese ecrvices ent 
excluding eny revenue from fineneciel services of the 
express Gompany is following the oorract procedure, 

Me Bolés the same view with regerad to the G.P.d. Telegraph 
that the rail setivity should only be charged with the 
eost of furnishing communieation serviees to the raliway. 


She witness thinke the two methods of depreciation, 
stacieht line and user, cannot be reconcile’ for rete 
making purposes ané he dces not think 1% should be 
neseseary to tie the hends of ony reiiway which ice in 
mind or wishes to efept the user method. He thinks thet 
for ite own corporsete purpose there should be freedom 
aseng the earriers to selmet wheterer method of 
depreciation they wish and thet there should be no 
objeetion for rete anking purposes to have the one methed 
or enother preseribed for «li carriers, 
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defers to the cuegtion of nointenenee ané states 
thet in hig epinion this ie lergely « question ef 
mnigenent and thet any menagement eust at all tines 
keve tn the beek of ite mind the asfety faeter ond the 
necessity of apending money in order to maintain the 


yaad to o teteorable degree of efficioncy,. 


he witness thinks the question of investicetions 
of *eintene nes exvenses by the 8.7.0. should be left 
to the judgement of the B.".c, without directing them to 


deo it ty specific legislation. 


om the question of uniform seeounting the witness 
agrees that the B.7.C. should heve the power if it so 
desires te checkinte the escounts to entisfy itecif 
thet the ctrrieres ere in feet © applying & more or leas 
uniform interpretetion of the elassifieetion, 


The witreca gg thet epprovel of the rate of 
depreciation by the 6.7.C. nlso Involves the conception 
of aarETret of the method of depreciation by the 4.7.0. 
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Cm bela a by Couslasioner angus an — 
to whether frelent mate esdee tant tura on recalreneat 
basis should give same results ac those that turn 
am fuse bese ond Pete of return, witness Ur, Thonuses 
estates thet too methods sey cr say uc give identical 
reeults end in tile regard gach woulé Gepent | on ae 


—emoun of surplas” iselaced om Sequizengntes: | | 


Si tneas atates thet tf goneesh of fete his 
rengounble is to be thniged €eciaion Lies naan 
oS witheet oreseription by stetete., 


in geply to oueetion oy Cocalesioner vngee 
witness statee rate vase changes «ith Slucbuatien — 
ja veserve. If reserve goes up rate bese apes down 
and om Pete of return basis earrier pete leec. 


Wi “per hereon on Behelf ot Yreviaee or Seok, 
revert to stetewent in Dernes on; the Seenonles of 
publie Utility “Seguletione with regard te nner 
atti tude tomerd’ pegaletion whee on teerae te 


Situess saya he does not know whether any 


, Berutiay bes been eonduac tad oF Bae. into maintenance 


costes of pallweyas 


i) to’ whether de Laends end 0. enwanndiin surplus 
should be rogarded ox inden exypenges, wlhneaa says 
thet with reguleted utility smcunt whieh it le pernitied 

fixed either by reculrements or a rete of return 

secaeble mite bace, Therefore 1t is necoseary 
pe ocala eouta ineiuding depreciation, operatiag 
eoete. (2 ell ¢howe elemente are uot recovered, hen 
you buve sot reeovered your desreciation. 


Sak peas after dividends seid should se weed by 
cmapaay ogee and ¢0 On, Impossible over yeara bo 
eghieve oxiet ‘Balenee, Therefore. vay eerpeny ehoukd 
nave garplus te oreserve ite lateerity, for pyar 6: 
of vaere and Laehrttchntaaa of shareholders. 


“Ltness thinks: dividend shoade be pela. nefore 


surplee provided. 
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re-Laves ted "yaur by yout would inorenvce rate Bests 


‘deferring to his Statement eurlier ie. wcigenes 


ve elassiffiention es rell or nou-reall, thet governing 
fustor le whether eseet ie produsing at furnishing 


tranepertetion serviee, witness sow atates he vould 


net taclade tracal ens thet what he rasily meant 
woe "“faraiahing peil traneportetion services*. 
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Witness « My, Williem arthur Dewnen, 


Witnese states it must be borne in mind thet the | 
entite progrem amounting to 400,000,000 aver « poricd | 
of five years is by no means «11 Ifkely te produce ‘ 
operating savings. @.¢. The purchese of ejulpment 
eonslating of freight ears end pessenger cars to restore 
worn out work gepeeity and to meet expending netional 
requirements upen which ne operating asvings can be seen 
amounte to alightly more than $195,000,060, Sy restorstion 
of work supaeity is meant the purchase of sufficient — 
equipment to mointeain the eepeelty of the equipment wearing | 
out from time to time and which aust be repleeed during the 
period. By a nations] requirement ia merot the 
wih in tote. expeeity required to seet the ineressed 
traffic due te populetion growth which wes referred to by 
him 20% case, . ‘ 
K 
It therefore follows that approximately one-half of 
the totel cepital required in the five-year progrem is sot 
ee; se 


such a@ to contribute anything to savings. 


Witness states thet there are two perts to the eguip- 
ment program (ij Merely to restore eapecity lost ench year 
by the weering out of tools (2) Additional toole or equip- 
ment Menk to hendle nation's inevezweed traffle due to 
expansion in population. 


Kr. Evens for the C.F... suys thet the purchase of 
lotomptives, slthough they may be aexely for the purpose 
of restoring work eapeeity and for seating expanding 
sationel requirements will produce savings because of new 
abd more efficient types now ovalleble. As he states in 
20% oese thinks it wilikely ¢.?.ide sould buy any more steam 
losonotives sis more efficient} dlesela naw bee ng, aVellable, 


Therefore progrem for locomotives involves « program 
of dieseligation end beenuse of the change from steam to 
diesel investment ef slightly more then 765,000,000 over the 
next five years would probably pradues, after eompietion of 
the program, elightly more then 912,000,600 per annum of 
gross opereting savings. 


Greas savings fram equipment and road property invelved 
in program will be more then ©26,0.0,G0C per year, 


This amount will only be realized In 6th year, upon 
completion of plan. 


nowever, aevings offset in several waya by a@ditional 
SAPSU Hess 


Rh eer 


&dditional expenses involve primarily three general 
groupings (1) Interest charges on additions] investment, 
whisk for the purpose of the eatimete are teken at 4fon 
equipment (due to « desire to finance equipment on « lower 
besis then other sarrowlnags) and $4 on Toad property. 

(8) A@Gitionel charges to expenses result from the feet 
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that with en inoreased laventory of depreciable property, 
the depreciation seeruale would hove go be ineressed, 

(3) The earrying out of the progrem would involve in 
addition to the expital expenditures, cherges to opere ting 
expenses amounting to 110,000,000 ennealiy to cover the 
cost of replecemant of nen-deprecieble sroperty (most reil 
and bellest) and incidental charges. 


17566 witness atetes first thing whieh must he faced by 

to reliwey is how to get work out of expensive equipment. 

17661 Vsfortunetely reilweys rether helpless in this regerd as 
43% of celendar time of freight equioment is not under 
control of reilwey, but unfer control of shipper or sonsiene« 
in loading end unloading. 


Neoessery to anelyze 59% of eslendar time left and see 
how they gan get considerably inersesed utilization out of 
equipment. 


There are three ways to do thia {1) keep it under repods 
jess time. (2) get it over the roed faster. (3) use termine] 
to expedite the movement of traina end cars through rether 
than celey them, «hier iz e feet at present time es terminnls 
never bulit to meet modern requirements for rapid transport. 


_, da anedysis - Five per cent for repeir; 11§ per cent 
of time wheels move; 46 per cent of time go @ through 
terminals; 43 per cent of time in the hands of shipper end 
consignee. | 


Attaches most importance to recenstruetion of termiscls 
to some degree from const to coust. 


17665 Witness refers to teble covering the gross expenditures 
for @quipment in the five-yeer period and asys it is besed 
upon whet railways esl] normel expectaney ef trefite - sot 
on to~-day's volume, not on the low level, but, the evernce 
levels, beceuse to bring equioment in eny other wey Would 
require too hesvy en investment te mbet peak periods, 


17468 Stetes studies have been mefie at some length both in 
Cenede and the United Stetes re the hag in populetion 
&2 relieted to growth in traffic «end hes been found that on 
® normel inererse ~- no jege, but on en orderly basis < 
1,500 revenue ton slles per verr per capite sre erected by 
growing population, end ineree sed rm tionel requirements are 
beseé upon exemining esch your wheat the growth has been end 
is indieated for the lamediste year in front of you, in 
order to see what problems to be feced in the way of edded 
trensportetion se thet redlwey does not propese to sssees 
thia year for five years in adveree, but only from yeer to 
yeer, where they oan read carefully whet hoe happened end 
apply it to immediate future, but for purpose of indicating 

& group they have teken the sverage increese in 
population in Canada per yer for a five-year period es 
250,000 per year, so thet this adéitione? equinment fer 
ex & Betional reyuirements Ils sufficient to toke cere 
of the treffie needs, thet is, the Genedien Peeifie te take 
care of its share of the traffic needs of on additicne] 
380,000 per year. 
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Stetes 10,500 new freight cere nesessary to restore 
work Gapecity for five-year period end 255 new passenger 
card. | | | 


$7,500 per unit La average cost of freight cars. 


$75 ,000 Is everage coset of passenger cers. C.>.a.'s 
hew pessenger Gars costing £125,000 end sleeping cers 
costing $200,006, _ 


Witness describes function of C.>.i.'s Department of 
Meseerch as juat as broed ag you could vs in general 
they are direeted to anything that would inerease traffic, 
improve traffie, er would increese efficieney or develop 
economies. Beyond thet there is no limitation. 


xpleine @lesel in repleeing steem because the thermal 
efficiency of diesel on avernge st the reil is 25%, and it 
is 5 for atean. , 


With diesels averege seviag in fuel in terminal services 
ia 806%, in freight services 65%, end in passenger serviee SO* 


_seferring to Ganeélen Automotive Trenepoert Aesoeiation® 
recommendation that Relivay Act be amended to srevent 
acquisition of highway trensport operetions by railways 
witness acys rellwey considers they ere « tranaportation 
company end thet they must keve ebility to use any form of 
tresgpert thet will eneble them te fulfil thelr obligetions 
to setion of providing good transportation at the lowest 
posaible cost. 


Believes time will come in Canada ee 1t hes in United 
Stetes, when it will be degireble in toe best interests of 
Cone@len tranapertetion for reilway to replece some of their 
brench operations with highway operations. They think it 
is essential for them that 1t be recognized thet, as e 
traneportetion company with an obligation te the susicipel- 
ities and to the towns in different ereas to provide tresa- 
portation, thet they maintain the right ta 4o so. 


Speaking of the right of the railwey te g° on the high- 
way for themselves the witness stetes thet oli thet would be 
gone in most cases ia to reduee a severe loss to leaser ones 
lie is doubtful if in sil exses business they might have to 4 
would be attruetive to anyone on & tontreet besiz, Tt would 
be attrective to raliwey as they could aubstantially reduce 
their own lossea. | 


deferring to se~culled Key Point system in the United 
States, witness explains thet under it rallwey companies 
my operete sotor trucks only where the freight being 
transported heg bed, or will heve, © veil beul, That is to 
sey, you bring the ineoming traffic to e so-cealied key point 
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Professor ll believes trensporte tation should 
be provided » yee a he related entire cost 
of prennning it end modified by sonsiderstion of the 
various forme of treffie to bear those costa. 


__. Kefers to C.P.k. Submission where it is ateted es 
follows: 


"Sl. Cenedien Decifie subeits that setionel 
trengportetion pelley should aim at the main~ 


sil times « fre growing netionsel economy. 

Totel transportation coats should be as smell a part 
a@ possible of totel sations1 inceme end should 
mike He unnecessery or uneconomic use of lebour 


or meterials, 


$2, Yurther, if it fe decided that eny industry 
OF eny part of Canada is to be assisted at the 
cost of the whole netion, subsidies, if end when 
given, should be certain in their effect and 
flexible in their administration, ‘rensportation 
subsigies ere, by their very nature, unable to 
met theese tests and should therefore not be. 
eeserted ta,* 


C.P.k. Submiasion points out that Rellwey system 
wed built efter broeé national policies were eatablished. 
Th¢ railways aid not initiate these policies, nor were 
they initiated for their benefit, e.g. Meritt Polley. 


Saggestea that trede in Caneda would still tend to 
nove Fast and West not North end South in respect of many 
important commodities, even if Cenada engaged in economic 

oo with the United Stetes and suggests thet experience 
of United Stetes supports thia view, 


Refers to Unite? Stetes experience end points cut 
that 4 is only efter you get down to Kenses City that 
find the trensportation economy in the United “tetes 
with some elements of a generel north«south tendency, 


Witnese thinks rellwera heve gone aa fer es they 
Gandinap? ie any @isedvente-es from which Merttimes 
suyTer., 


tefers to C.P.#. Gubmlgsion end statement that burden 
of overcoming disedventages of unproduetive eree north of 
Great Lekes is no greater thee If elternative route south 
of Great Lekes head been used. ; 


Pointe out thet this burden has not ecused Pallwey 
rates between Centrel and Yestern Ceneda te be as high es 
vatte on sore fortunetely situeted reilway lines in 
United States, 
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Witness suggeste that disedvantegzes to Canadian 
Yailways dees not sriae so much from pest national policy, 
but rather from delays in ah partes Seenerk rates in 
perieds of general incrense prieea. 


Vitnesa thinks sajer problem of trensportetion in 
Genadm todey is thet eof permitting railwers to participate 
in abe mang yo ty exeetly es they ere compelled to 
share in netionei difficulties, : 


G.P.R. gubmites thet any subsidy crented by Dominion 
Covermment for the relief of econoriic and geographic 
digadvantegea should be distributed to 211 economie 
interaste within the eree aceoriing to their needs. 


GeP ey Opposed to treasportetion subsidies aines such | 
& eystem while possibly atimulating certain forms of 
economic ectivity may acteucliy deter the creation of « 
full rounded sconomy. 


frensportetion eubsidies ere iikxeiy to resuit in 
vielous competition between varlioud eresa, trensferriag 
transpertetion ecoste from those who use transportation to 
the taxpayers at large. j 


CePeile Opposed to principle of transportetion 
subsidies. 


 «Suseests in the case of certein grein subsidies thet 
if steh « subsidy ie necesenry the wey to do it is to. 
e“ubeidize the intustry, and not by paying part of 
treneportation costs, 


) Witeese ix set in favour of subsidies being die- 
tributed by euthorities who see the need for such subsidies, 


_ 8eiteretes views re transpertation subsidies and 
CePaite Objection to same. Ooes not think B.T.C, is suite 
able bedy to distribute subsidies. Does aot think railways 
should be compelled te assume that responsibility. Thinks 
aubsidies are bed per se, but er are leas offensive 
when they ere distributed by loesl authorities. 


Refere te ¢,P,8. gubniscion desling with incidence of 
freight charges, where it is pointed out that such 
incidence is om economy as a whole; that it is totelly 
impossible to drew lines on the mep, or to establish dia- 
tinctions between groups or individuals, end to assert 
thet thie area, thet group, or « certein type of Individual 
is sere burdened by trenaportetion gosts than ia come other, 


Points out transportation is one of the costa of 
produetion end thet in the long run it is borne by the 
CONSUMES « 
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177793 In the short run, when demend is strong, then the 

tion will be pessed on by the 
producer to the consumer, “hen the demand is week the 
producer may sot fe@l able to do this, but in sueh cire 
cunstances the price whick he obtaine will be set by 
eenérel market conditions, end e reduction in trensporta tion 
charges will not be left in hie hends, 


Dees not think thet general statement to the effect 
that fermera pay #1] freicht cherges on «hat they proénuce 
and on whet they consume is correct, 


Opposed to sost-of-serviee principle and 4ces not 
think that Conede woule put up with such stringent 
limitations on development of new sreae as this concept 
would involve. 


i77tas Thinks cost-of serviee principle would iwve a serious 
effeet om any eatablighed tnduatries in Ceneée, 


L7726 Thinks edste-of~-service must orny. the floor below 
whioh the rate cannot go; and ectunily the eost-of-gerviee 
is a feetor in establishing the total rate to come into 
consideration where the meximum retes ere being considered, 
Suggests that totel east of serviee must elweys remain the 
ultimate limit in esteblishing retes; but the value of 
servies is the working principle which sets the rates on 

individual commodities within those Llimitettons, 


178607 Hitaess suggests thet any attempt to fix rates on the 
cost of service basis would end in addition to rallway 
expenditures end « system of retes which micht disrupt the 
whole €conomy of the netion, by stopping the «ovement of 

miny sorte of ee ne end greetly reducing rellwey 
revenues end quite possibly forsing retes on high«vn lue 
geode up to a prohibitive point. 


L?7828 , hefere to C.F... Submission where It is steted as 
follows t< 


"$8. Canadien Paeifie aubmite that in order thet 
fates be just and reasonable to the railways, the 
 @eneral level of rates should be such es to provide 
an equitable return on the Investment in railway 

property used in trenspertetion service, 


45. The present jurisdietion in publie utility 
reguletion holds thet historical book records of 
investment are the best evidence for establishing 
& Fete base. The necessary date in regera to the 
investment of Canedien Peeifie is evelleble in the 
records of the Company. Eo need, therefore, existe 
for a prolonged end expensive investicetion inte 
the a of the property use? in treasportation 
SOrviee., 


44, Is estedlishing o fair rete of return, the 
matters to be consldereé include the seed for raising 
new egpitel in the finencial rarkete ineompetition 
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with other seckers of cepiteal., in 1948 the rete 

of return ebteined by the Company on ite dapreciation 
book investment in rellway property was 1.98 per cent, 
whereea studies have shown thet the cost of capitel 
employed in the reilway enterprise eat the ené of 19458 
wea not lese than 6.52 per cent. The serious hendicap 
fecing the Cop in reising new capitel under present 
conditions is indicated by thie eomperison, 


45. It is submitted thet no amendment is necessary to 
the Gsllway Aet of Ceneda to epply the principle of 
fixing rete levels on the beais of a fair retur: 
on the estment in reilwny property used in trane- 
portation service. The éeterminetion of investment in 
such property and of the rate of return are matters 
wiieh should properly be left to the Board of Trensport 
salocers,”* 


Witness suggests thet for economic purposes, an 
equiteble rate returs is one which will cause merket valu 
of e eapltal investment which hes beon wisely end prudently 
made te be seinteined at such level that new capital ean be 
obtained to replace maturing issues or to provide for 
expension on terms which will leeve the owners of the older 
securities ena the buyers of new issues receiving e siniler 
return on their investments, 


Witness suggests it is obvious. thet O.N.R. cannot be 
uged eg yordetiek and thet ©.>.8, mast be teken aa its own 
yarédstiez or cee met te other utilities with sllowenee 
meade for the Veriability of ineome from year to year, 


 ~With regerd te C.?.k. being ite own yerdatick, witness 
suggests that it should be a duty ond responalbility of 
BY .G. to investigate the level of retea under such efr- 
cunstences, ! 


“itnees feele thet competition beine provided by 


trucking will be of eesistence in providing necessary 


inter pressure on rellweys. 


Heeling with rete base and rete of return, witness 
suggestea thet the histerlesal cost swethod of establishing | 
& Fate bese does not in his opinion provide anarthing Like 
an agequate rete baee for the ¢.>.4. unless the rete of 
return Ie proportionstely adjuated to the reclities of the 
ease, Thinks thet et todays costs « rallwey property equal 
in cepeeity to that which C.P.H. bas built up would reavit |} 
in @ rete bese whieh ie mech higher then ise represented by 
the deprecieted book velue of the exiating property. Cel.8. 
recommends uge of the depreelated book value es only fisure 
whieh cen be precticebly used ea e rete bese. 


Thinks an adequate rete of return is ome which will 
permit the enterprise to ebtein sdditional ecpitel but that 
it must be related to the true present velue of the invest- 
mente 
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L7a47 


178468 


17858 


17866 


L7A73 


Thinks C.eisi, should have e rate of return for ite 
shareholders besed on the present cost of replacement 
of an equivalently useful property less observed 
Geprecietion, kefers to evidenee of Dr. Dorau in 20% 
cage and of Ur, Nerthey Jones «nd suggests thet rete of 
return should be between 7,7 end 6.2% on the net railwey 
investment of C.?P.i. of somewhere between [930,000,000 
and 51,106,066,000, 2 


Witness thinks thet eorreet approach to problem is 
és set out in s publication, Eational Transportation 
Policy, published by the Brookings Inatitution which 
errives at the eonelusion that it ehould not be part of 
the duty of reguletory tribunals to fix maximum retes 
beyond fixing the maximum rate of return. 

witness thinks that there would not be sny « buse of 
monopoly power if h retes were exeoted from the pert 
of the treffie thet is reelly a monopely ee long as the 
totel returns to the rallweya were not excessive, 


Witness thinga thet reguletory board would not step 
in exeept in two aitustiens (1) if the net earnings of 


the whe. me fry sear cgay what wis permigsible, and (2) 
if an indiv - 


dual rete were diseriminatory. 
witsess «lao egress thet it 1s under these conditions 
thet he ig in favour of Grow's Nest sates being put at 
diaposal of B.T.C. 


Gn the question of public aad private ownership of 
the rallweays, witness feele that 1t is desirable that the 
vYellweya should be privately owned. He considers as 
primary reason the dangers thet fellew from the concentreti 
of power, Does act think reliways could remain self- 
supporting if they were to be regurded end den lt with by 
a Plat of the dey as sere instruments of nations) 
poLsieye 


Thinks thet is greet denger in Government teking 
over reliweve. 


Witness thinke iebour would be spposed to eme leanetion 
since emelgemetion might mean a reduction in the steff 
employed. 


Fitness pointe out thet if ell reallweys were 
Government owned thet there might be shert-sighted pressure 
ta preserve the outaoded or to compel the introduetion of 
edditions which ere uneconomic, 


Algo refere to likelihoed ef leg-rolling between 
gseographie arees to extert loesl benefita. 
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17872 Shinke thet et the present time the existence of 
private competition ss related to publiely owned property 
puts « certein netural limit to thet kind of pressure 
which cen be applied when there is full public ownership. 


17873 Witness submits thet if there were e reilwey sonopoly 
there would be less interest on the part of management in 
correcting erievenees «ith regerd to the traffie end thet 
mansgement would be compelled to work ageingt a body of 
employees who would be only too conscious of the monopoly 
power of the rellways 2nd whese unions would go fer to fulft! 
theoretice] gring, 


LVB74 “itnese agrees thet under present situetion there ia 
little competition between railweys in retes, but eleins 
there is definitely competition in service end that this 
competition is protection for small shipper, 


i7875 sefers te C.P.a. Brief where it is states es follows; 


“Canadien Peeifle believes that private enterprise 
in the reilwey field does require regulation, but 
thet the need for regulation beeomes less and less 
ae the reilweya lose their po -ition of seml-monepoly 
in the presence of inereasing competition of other 
forms of trensport.* mee 


17876 “ith motor carrier competition witness thinks it ig 
obvious a@ well as inevitable thet reilweys must be «allowed 
tc increase retegs on their low-reted commodities ta offset 
the ioss of revenue on the high-reted commodities, 
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Prefessor MoSougeil pointe out thet transportation 
ia merely one smell part of the total cost of getting 
goods from the point of production inte the hands of 
the ultinete consumer, uegests it has been given « 
mach greater rtence in public discussion that the 
facts werrent. ‘Thinks publie will gain more by en- 
couraging techniesi dgevelopeent and correlietive sost 
reduetiona by the reliways then by trying to reduce 
railway earnings below a ressoneble level. | 


Does not think BL.T.C,. should be gut in the position 

ef having economic rlennine powers. Yitnese believes 

it te in @ sense e Court, thet it sets as between the 
tellweys on the ome bend anc the general public on the 
other, that it hes en obligetion te toth end that its 
orimary funetion ought to be im reletion a) te dis- 
eriminetion end b) towerds control over that elenent 

of monopoly power which comes «hen the earning won the 
enpitel invested in the utility exeesta what sey be 
regerded os the normal ecomvetitive return, 


Vitness suggeeta thet when « Government, that has 
the object of setting volley, infletes currency it is 
in &® very week morel position wher it turne ercund end 
tries te hold « public utility to « return upon 
origisel eest in dollers of higher velue then those 
which now oirediete. 


Witness thinks thet €.P.i. should be useé es 
yeréetick since it is the only lerge privetely owned 
rallwey end thet C.¥.c, eennet be yardstick. 


Witsess thinks the Brores methed for general 
inerecses in freight retes is by horisontel percentere 
ineren ges, 


Witness thinks thet regerdlese of eho mye the 
freight bili in the long run it ia, in a very real 
sense, borne by the consumer. . 


The short-run effect of who peys the freight bill 
depenésa on the elasticity of supply end the eleaticity 
of éemand, i.¢, whether it is the buyer's or the 
atlier’s market, 


in 6 s@llerts rerket the freight inereeges tend 
te be peseed on to the buyer immedietely, In «© buyer's 
merket they tenéd to fell om the seller, iw. the 
consumer geta the advantage in the buyer's sarket. 


Witness Mr, P.C,. armstrong, csllefi on behelt of 
the C.F. ii, 


Witness is esked whether en inerecae on the rete 
om gPein te Fort Pilijem would lower the orice to the 
‘estern fermer, The witness enswers “fo, If we were 
stiil selling grein es we used to sell grain et one 
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time, on © grein exchenge et Wlnripeg, or even on a 
vein exchenge at Liverpool for that metter, if that 
were the Condition, then I would ger thet e reeasonshle 
inereage in the export rates on wheat woul4 not 
necessarily lower the price te the weatern farmer.” 


18666 eevee GF, it should be very elear thet if at this 

aod sute you Increased the freight retes on wheat te. 

1a0a1 "ort Tillian and Vensouver it iould be equivalent to 
& reduction of the orice reeeivet by the forsers in 
Testern Ceneda at this aunite, ené as long as a fixed 
orice lnate.” : 5 


18061 _. “itness thinks a gubsidy of any bind to produetion 
tenés to keep merginal producers in produetion. 
18052 Thinks thet broadly speaking, it would be to the 


18063 ~Ugeesta teat no Ceereage in freight retes is 
iikely to be of uae to the Canadian furner while a 
sodeccte Incresse could sot possibly damage his laterests 


et any tice. | 
La07%3 Witeess states thet the total cost of transport. 


ation includes the motor movement to the country 
elevater, 1.6. the motor truck movement off the farm. 
Thinks moter truek rete la quite 2 fester in the total 
tranaporte tion eost elithough the publig seldom if. ever 
heer it mentioned preswwbliy because there ia no creat 
infignetion ageinst motor truck retes, 


eLiness suggests that trenapertetion cost by truek 
averages one-half ¢ent cer bushel per allie. This 
contrasts with the one-half cent per ton eile thet the 
rellwey hevwls grain for. a 


1P074 Sitness refers to sovement of erain from featern 
| Cred e _ 


witness refera to truek aovement to rail; rail 
ao¥ement to Fort “illiam end wter soverent from 


“itness suggeste thet it le sot possible to regard 
it es of vitel inportanee to the Jesters farmer to 
control the reli components of the <cvement in veatern 
Ganeda while the large an@d sore fmportent weter mtes 
ate not controlled, = ate | 


18093 Witness refers to averege rate on wheat from 
end Yeatern Terms to water in Cenage is iff per bushel 
1809-4 
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for on te marge 3 770 miles. Por @ emailer heul 
in the United Stetes the everege rete is certainly sore 


The present eltustion im which the fermers of the 
Vestern United Stetes are getting sore for their whee 
on the ferm then Vestern Consdien fervers elthough — 
freight fetes in the United Stetes sre ot lesst teice as 
nigh os in Genede, would certainly co to in¢dlonte thet 
Teil retea ere not the mejor ites in fixing the orice 


whieh the fermer gets for his wheet ~ they are an 


insignificant cart of it. 


witsess saya “thet ebneranlly lew freight retes on 
wheat are © Glumsy, inadequcte, ineffeetive eethoed of 
giving assistance to wheat growers in “eatern Cenade. 

t is uncertais end most improbable thet any rexsonnble 
increase in thece rates gl@ setoslly be peid by the: 
farmers. <Any Glteretions in rates charged on expart 
wheat from Censde are fer more likely to te ebeorbed by 
ocean cartlers then te effeet the peeketbooks of 


Seatern grain growers. If protection for the Yostern 


farmer sgeinst price disaster is require’, {t should not 
be, in my opinion, in this direction.” + 


Witaess egvees that in an emergeney such ag the 
wheat emergenay whieh Canada hes ted In the mest there 
may have to be subsidies but suggests thet trie should 
not be given through the relleays. , 


“itness refers to feet thet “reirie *revinees 
briefs dealing with Crow's Fest “2s Agreement points out 
that it wes suepended in 1913, ‘itness clefme thet i+ 
wee Sever brought beeok even into theoretical effect and 
thet it wae Penisced by en entirely new syateam of rete 
Peculetion having ae relation to the carner Creete test 
Ageeenent. 


“iteess ¢leims it ic impoasible te establish « 
‘ixed rule that treneportation retes sust euter= tieeliy 
rise and fall with fluetuations in the gonerel price 
level. He qualifies his vemark, however, by claiming 
thet there must be same sech general reletionshio. 


vitesse Gleaims thet peilway wege Ievele shoulé be 
in eeeordance with the economic levels in general. 
Freieat charges are not reld by one porticular group 
of 2 cqmmunity. ‘They ere seld by the eeemonity et isrce 
ant in some eases they ere seid by othere in other 
countries. ue 


iiteess <ives ea Bis reasone? opinion thet on «ii 
novonent of wheet and wheet flour end milied feeds in 
the Usa. prevelling retes will be at iezst twiee as 
bigh es in Geaneda. VYhinke thet if it wee poasible to. 
take the entire freight sernings of ell the 1.9. rellweye 
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om wheat flour end milled feede and divide this figure 
of the totel volume of wheat sold off fares in the U.f. 
and shipped by reil the resulting avernge rail trons 
pertetion ebarge would be at lesst twiee as high «es 
thet ES now prevailing in Ganeda. 


witness sume eizes hia evidence on Crow's Nest Rates 
under three pointe aa follows:- 


le ‘the esters briefa ell suezest that export grain 
retes are paid by the farmer. The witness thinke ke has 
Commeraes tala to be mot eutemetiecliy true. 


2.- Gonsiders the question of whether the existing 
grein Yetes ere figzed by ate Crow's Nest Grain akong 
Agreement or not. — 


witness aeys thie te a enh nar end that he wes 
iigeuseing it ea an Aecnomist. 


‘efats out thet the economic level of the exiating 
grein rates does not feault from the Grow's Hest 
nt. In ether words, eside from the legal point 
ne gays thet from en economic aspect the Srow's heet 
Yeas Agreement ie not the Tector. 


Se- Throughout tae Western ‘briefs tnere is the repres 
atetement thet any alteretion in the exicting erain 
xetes would introduee inatebdility into the vestern 
Cenedian economy. He aiso refera to the fact tant the 
people who beve filed these briefs neve weicomed sore 
ese warnly the negotiation of the existing International 
Cheat Agreement. <“itrnees gays tuet the International 
wheat Agreement is « éesree of instebility farcin excess 
of any which would probebly be Introduced by repenling 
ee erere provisions in respeet of the existing grain 
SUBS e 


C.P.8. contends that the grain rete should be fixed 
on the value of service principle. The Cheilrman points 
out thet on this basia the ®.7,.C. would have before it 
the value of service entailed, and would therefore fix a 
just end reasonable rete heving Tegerd to the feet. The 
CePeite @eTOes with this sucvestion. The Cheirmen goes 
on to point out thet the question still remains unsolved; 
who would bear the inereese no aptter how reasonable it 
might be, heving regard to the velue of service? ‘“oulé 
the shipper bear it or would the reeelver beer it? 


The witness vefere to the free ecovement of grein 
ené says “Whes you speak of the term 'freelyt as reiated 
te the eoverment of any sommodity vou must heve regarc to 
the point at which it moves freely, that the rete whieh 
will provide « compensetory level at the slnimum, and 
such contribution esbove thet ee will meximize the net to 
the rellway, That is subject to @ further limitetioness. 
The epplicetion of thet theery te ail rates could produce 
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too much revenue to the railways #0 thet the selling 
nod ide ‘by the perciusitle caraing sower of the 
Pe: Fes 


Viteess contends that in e buyer's cerket there 
ia no wey of subsidiging the Yeatern faruer by 
reduction in freight rates. 


Witness points out thet in his opinion Growts 
Sest Pause Grain Sates are an mttezpt te pay oh export 
bounty whieh faila to be guceessful in a buyer's 


The witness his esked if he reeogniaes the Crow's 
Neat etes @@ a subsidy to the Yestern fermer. Fe 
replies thet it 1a an attempt at « subsidy whieh is self 
Gefeeting end goes on to suggeat it is e olumay, 
inedequete ettenpt to cive sasistence. 


witnegs cives as Als opinion thet as loap sa there 
ig# @n Internetional Agreement for bulk cale of wheet 
which preseribes a fixed price et Port “Lillies, regard- 
iesa of the priee it is quite probable that the fermer 
will cay en ineresae in freieht retes et lerat enti) 
@uch time eg thet Arreenent ia re-neroticted, 
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Submission of Cemdien National ae LLwe 786 
Mr, Donald i. Gorton, President « vitness, 


otetenxent by Mr. Gordon polata cut thet their 
‘somiseion @eale in genervel terme with «© cationel trang. 
pertation policy nod suggests thet thia Comission — 
fecommend to Parlienent the deflaition of sueh « policy. 
Suggests that bearings before thig Commission nave 
intiested the seeeasity of properly Go-ordineted aad 
feirly regulsted services enbrecing evary form of 
trenepertetion. : | 


importenge of the Pailwaye in the petdonel trang} 
portetion field cannot be exegeureted, They ere of 
prime inportense fron the viewpoint of neticnal develope 
eent and tationel defenes,— | 3 


Keok form of transportation should serfotm the 
funetion for whieh it in beat ed@apted if Weneda ia io 
have the most effielont tranzportetion uy ECG 


| Claims it la eseentiol thet other metes of tren ae 
portetion ghould not be semmitted te continue eospeti tion 
in an unfair ené uprerulated menner with the red owe ye 

in the f4e14 in whieh the reilweya beyend doubt are the 
most effielent end economies egenoy. 


 hepewding eapltel atrueture of the CN site, Wats 
Comion gialms thet « stuly of thie subject will 
denongtrete thet by comperison with other raillweya en 
uniue propartion of the espitel af Cersdian Sattone 1 
is represented by interest beering securities. 


A *eaiiatioe pekPoonses tiie of the C.M%.k. must of 
aeeeesity be reletec to its futere eerving power, 


Refers to highway ¢earetition end sugreste thet tite 
will tend to inerense an@ will 4ivert from raliesy 
exrnings the higher grede treffie fran whieh vost net 
earnings orise, Alew seeseete to be songidered is the — 
feet of other competing forme of trenesnortetion such as 
gir trenapert and sosetal and inlend waters trensrort,. 


Oleine thmt infletion tears with perticular 
severity on the Cenedien “etionel Seilwar by reason of 
ite relatively low treffie donaity, 


“efere to ecnatrustion of sdditional brangh ines 
to Gavelop ratural resources of the ecourtry, t*tes 
gach Ines ere expenesive to construct cné while ther aay 
be on pe ebrra by the entielpate? fneresser in netional 
wealth end netionel ineome, hace are not likely for many 
yeers to produce euffielent railwey ecrnings to poy the 
1 eames ey pine which they entail ené the interest 
an@ depreciation on their eapitel cost, 
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tefers to fect thet in some years the reilwe 
property woult @o no better then meet ite opere 
exrenaea whetees in coot tines it woult bef ree sone ble 


expect fel pert 
heving these ebaneetorieeaes ie woula’ be tectoak Se: . 
fone ‘thet ell of the eepite) shoul? be in the form — 


of equity and thet rene of it shoul be interest eg 
The interest beert ecient 8 se of the ©.%.h. amncunt 


at 1948 to esrereiees 0,009. f boo B 800,600 te hela 
ol 


Bela oy the publie, 


aetera we interest Sate obligntions sentient wita 
sejulaition ef ingolveat Pellesys. | 


he Canadien Northera end crand TPrank het lway 
ayetems when teken over by tho C.8.5. ned ; 200 
oF iaterest bearing debt, © ats thet same srepertion 
of this lerge mount of fixed isterect beering | 
sbligetione micht procerly heve been written eff or 
retuceé to equity capitel ag & reeult ef benkrurtey 
proceedings, ~ if thet courae tad Been followed. 


when these collways were taken over there woes ao bore 
of gh etivete eafitel ~ the ¢arcing capacity of | 

the property wes without sromiae aad hundreds of alllione 
of dollere would beve bed to be Invented to teke care of 
the bneklog of deforreé aeintenanee, necessary improve« 
went end ev-ordinetion costae. Under these élreunstanees 
witness claime it seene ressoneble that the estire scount 
of the fixed teierest voor pe obligetions should be 
eenverted inte equity enpite. 


) Refers to run~down and seni»finianed condition of 
properties taken aver, A ertat deri required to be tone 
+o teke sere of rebebilitetion and sonetrustion on the 
lines of the Consdien Perthern end the Crund Trunk 
aya ters at the time of etneclifeation,. Yuen of the 
expenditure wee ebargecble to operating expenses but 
inevitebly. @ propertion of Lt we of a sapited fot TAINO e 

“{tness sugpeatea thet of the amount of | Peder COO. net 
investment expenditures of the system, leas~ 947, ie a. 
reasonable estimate for 6t iexat 4100,000 worn represented 
necessary improvewents tao tie preperty weden Leas not add 
te the earning boner et the dystem. | 


seers to conordine tion eoets « Sorordination, it 
is estimated, bes require’ the expenditure of 940,000,506, 
fer main-iine Connections, belt iines ead termi ined 
PEE LEONE LB. 


There are aazo miles of line om the Cesadilesa 
vational which were originally constructed es main line 
and whdeh im the process of co-ordination have been 
reiuseé to secondary lines,.The ssintenenee end aperetion 
of these lines is e burden upon the Usiielie oVen whon 
ollowanee Sb mbhipiier thes y Setne seconfary and bre neh 
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O00, witeh 
Sing oapigal. ‘hia peaneh deasther "be Seneztba 
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=a upon co~ordination pro! visa ee tetela 2290, 0,008, 


Pentrust 
serereonae foo ce hae” for tae ike Wes provided 


of atminiatretion by C.N eke 2 @enge wes pede ack th the 
system hes sinte been bumiened with interest-bearing | 
ecupitel for additions and betterments and for rolling | 
ye Soo ace at the RF esl tine Ime secumulnted ta some 


Refers to pensfon fund applicable to Canad ian 
Sovernawent aa end toe feet that It lu more expeaelive 
to suppert then the general pension fund of the C.leie 
to the extent of an equivalent eapite] amount of 
993,000,006, Takes in conjunction with the 511.6 ,060 600 
above mentioned , mekes & tétel of (135,000,000. 


Witness pointe cut thet while it 1a reeconeble thet 
the Ceosedien Patiosal be relieved of exnpitel expenditures 
om the Cepadian Covernment imllweys aud ef their extre 
peneion eomts, it ie considered thet If the measures 
recomentied in the C.h.k. Subaiseion for the reatatenent 
ef the ea pitel etructure of tee Celaks. ond the sothod 
of finding new eepitel axe edopted no special relief 
should be claimed for these Iteces. 


wn. 
Hefera to effeet of eequicition of /remunerative Linea 
in ational Lp thetast, These lines include Envernems iis 
wey & Coal Go., Kent Northern, Gespe Linea, St. Tokn & 
webeo and {ueebee, Sontres] & ‘outhern, “he eoet of 
aeguisitian and of | retabiiitetion bas awounted to s bout 
$18,000,000, Incorporation of theae ifses in the system 
iszexeneed operating expenses applicable to it by reason 
of the isos pat) to i wegee at iyetem levels ead to 
sesume pension Liabi es, while on the other band mtes 
for t®enepertetion service tad to be reduted, The effect 
of these ghanges wea deeldedly adverse to the net income 
of the opsten and constitutes another exemple af whet has 
been termed “negative ecopitel”, suggests 1t is 
? propriate therefore to set up negative earitel of 
(1,006,060 whieh efded to the eost of aequigition and 
of rehebliitetion totels $30,000,000, 


Kefers te hewfoundiend Aelivays and auggceata that 
this will a the “ysten ineome eercount to the extent 
of about 64,600,000 yeerly, Krereened in terms of 
negative eapited ‘thin snounts to (154,000,000, 
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defers to Temiseow te imilway end seys that this 
will constitute en additional burden on eo cours end 
will efversely effect eerste yore ee pene ae I 
extent of about ae Ae equivalent of ctinadaite 
in terms of negative on ° . 


ne total of she ec pitel items in this evoup ia 
SLPG {COG ,0086 


Refers to effect of @evelopaont Aines. 


| "Large aeountea of gapitel sete been apent upor 
devale % branch lines, the whele cost of whteh by 
necessity has been row Lded by the iseve of interest 
boa ring en wherese in sound flinencing procedure, 
& substential percentage of the cost should have taken 
the form of equity financing. The semounts ea expended 
es 783,000,006. and {f « sintmen of 401 ar Fa ait hay 

Pr sod er whe & should represent equity ein th 
sepitas busten of the Cenedien Petionei La fs ye 
exsenoive to the extent of G4 WOO 9000. 


& summary of the excessive eapitel surden 


 Coutetas 
 BPon the Canndian Mesiocal apeten maioh iz es Seslawes, 


Iinterest«bearing obligntions 
assumed with eequiaition sf 
insolvent relleeres # 804,606,060 


Qun-down and semi-finished 
condition of properties taken over 100,000,000 


Cowordination gosta 290,000,000 
Canadian Covernuent dalivwsys 185,000,000 
“ffeet of Aeguiaition ef une 
rewenerctive linge in Kationeal 
intere at 


Rrreet af Deve Le pene Ka 


Gonteins the reeomenfetions by the Cu, ole with 
yvesreet toe the ed justeents whieh should be wade in their 
cevitel structure aa folliews:~ 


(1) The Agog beng GCC ef laterest-bex ring shi lcabtones 
held by tne Covernment should be exehanged for 
eyuity capltcl end refieeted fn the belones sheet 
ae SUG Ne 


(2) The Coverment should seknowledge an inéedtedsess 
te Canadian National im the amount ef [300,000,000 
te bear interest ot Gs untii disenarged, This 
would he set up is the eceountse of Canadien National 
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Future development lines should be finance?’ to the extent 
of sot more than 60% by interest-beering eeourities, the 
beianee to be supplied by the Governsent agrinat tre 
isaue by Cenadlen Ketional ef « eommensurete amount of 
equity atoek, = | 


Uiteess supgests that these mensures, if pit into 
effeet, ehowld exzable Canadien Pationgi, on tie average 
“pet aese ites fimet ehargea including interest on funded 


Het Sweplas eeraings. 


Witness seye that on the assumption that the 
propocels of the C.U.i. ave implemented, it is act 
unrevaommble to cutielipate thet ¢.0.u. fa 
heve surplus enrningu,. cuggsgta thet the ee 

mc | _ , on 


nurplug eneniage (a) te provide oufficient funde to eever 
| pre improvements sod 
betterments; and (hb) to estabiigh « rate stabilization 
funé whieh it is hoped eould be built up in eood years 
and ¢@rewn upon in poor yeera with the view of afforiing 
etebliity te the rete otructere ei tenn toe the 
extent of thé fund fren time to time existing, to pest~ 
pone the neeessity of eppliestions for genernl freicht 
rete ineres¢es, — | 


Om the question of uriform escounrting and etetiaties1 
procedure CP, i, subsite thet there sheuld be «= uniform 
system of seomunts fer Cenadien railways ant thet such 
system showld be preseribed tn secounting clessifieations 
to be iseved by the B.7.0,. Also subvite thet there 
should be uniformity between the eceounting reculetions 
of Conedian reliweye end 0.9. reflecye, 


Coneicere thet the slessifieetions presertbed by the 
T,0.¢, should be ineorpornteé in eny new Conedien 
classifications. + 


Cepelesion of the C.°.8. resumed « oftnees ur, 
Dae APUGCLONE « 


iefere te C.°.8, brief and appendix to Mart IT, Page 
L? where it reade: "Consdien Paeifie submits thet so 
useful purpose woulé be serve! through s stedy of 
unificetion of ell reileave under public cunership.* 
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lfi4n2 .. Befera to rege 16 of the Appendix to ‘art IX of the 
Cele, Subulasion where it states “Canadien Pacific is 
opposed to the eae id tion of the reliway of Coaadian 
Seeifie «ith thet of Conadian Nationsl.* 


18432 Witheas agrees that the Yeilweye ne longer heve e@ 
monopoly of transportation sinee there ia competition 
from weter and highways sad alr, | 


16438  Witaesa anya If publie ownership shoul! lead te 
geonomiec woete thet it would be wrong. ‘itneas La then 
aeked if sempetition between a public feliweay aud @ 
private teliwey should lead to econawsic weate if timt 
would be wrong aad he replies that tile would be wrong 
a the econoulsc waate wee total secilal econante 
Wk: “— . 


1a4se Witness stetes that to his knowledge there is so 
politieal interference with the Gelieiis ent that he has a 
high senatan of the officers of the Celie.i. and the work 
they dd. >. oe 
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exposed are 
is operating a 


13430 | |  @fers to the fact thet the great flow ef treffle 
in beth the 0.5, aad Camede is noreelly east end west, 
and would heve been normally esat end west, recardlese of 
what portiewlar teriff poliey had heer adopted, 


Lede] Witness says he is not attempting to argue thet 
there hes been no ill effect on the econony of the 
Maritiwes from the teriff put he points cut there hag 
eerteiniy ben some coo. , 


18445 “Witeess anya thet broadly apreaeking the Maritime 
Provinees are more likely then eny other portion of 
Cenedea te heve bed thely trade diverted east sad wegt by 
the teriff; but that the acount of the diversion is 
probebly not «2 importent ea is semetines suegested. 


LH450 On the question of incidenee of frelaht emrges the 
witness suggests that if you start out with the asaunption 
thet in an absolute buyers’ serket the buyer peya oil 
the freight rates ané you operate with another assumption 
tiet im anabsolate eve’ mexrket the selier pays the 
freight rete then in between you neve « degree of effeet 
which ehanges es you wove up in the intensity. 


18451 tefera to wheat market end anys 14 is definitely 

aud inelineé to be & buyerst merket becnuse of the croater 

1f4ne akili asd the greater wieséem of the buyers o« compared 
to the sellera. Thinks the eellera heve been inclined 
te be too timorous, and believes thet aimogst any 
elterction is the trenapertetion eherges wlil enure te 
the edvantage or Gissadventage of the buyer anc set to the 
seller. 
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18454 Sabaieeion of the Cenadian National usiiways 
continued. ie 


Mr. O*Dommell refers to C.8.hs Gubmisaion, Mge 95 
deeling with the generel desirebility of ed ent in 
the eepitel streueture. 

Stetenment in CW ait, | 
19488 #efera to/‘ubmiseion “eontinuenee of deficits whieh 
are not of the manegement’s asking and which ave beyond 
the mane gement's eblilty mensurably to reduce, will 
certainly result in destroying incentive.” . 


LE45¢9 “The present finaneial strueture of G.%.8. is not 
only unwieldy and cenfusing but it threwn « felee Licht 
on the operations of the system and obscures ite true . 
value to Geneda. Thia condition le ereatly ageraveted 
by the lessee ettendent on the operation of the iines in 
the netional interest.” | 


"It is necessery thet the public should understend 
thet the ©,h. ls sot enliy e business enterprise, but 
equeily important, an inatrument of rational policy ft 
tite execution of whieh it im expeeteé to cperete 
extensive mileage and other fecllities which are not and 
cunnot be profiteble by ordinery standerés of businene, 
fo this end, clarifleation of ite position to the soint 
where ite ennugl results will previde an understandeble 
garéstick by whieh the public can measure ite operating 
ePffielency, la easentiel.” ! 


13452 Mi, Vely Copper, Chie? sesounting orfieer, Ces, 


omile@ «« # wltinega, , 
18483 Me. Geoper expioina thet the Ce. “yaten includes 


& eonblinetion of some 60 to 96 compenies, some of which 
Bre Veo. Corporations end otuera ore Genedian - one 
Company interporatet under the lawa of Prange, 


13444 “itnese polata out thet the coneolidsted Lneone 
Statenent oan besence sheet for the Pallwny system was 
pu together in 1985 when 14 wie deolded to take up 
in thelr secounta the secounte of the C.. kxpreas, the 
eocounte of the coumereial telegrephs end subsidiary 
compeny operationa. 


SEF ‘itnees pointe out thet ther consider system 
securities held in spectai funda ne outatending éebt. 


LEG 74 veference ile exde te perpetunl debenture stocks 

- growing @ bigh mate of interest « S¢ and 4¢ « and 
witness explaing that the majority of these debenture 
gtooks werw picked up during the war serlod when a bout 
410,066,600 of these reilwey securities donteil Led in 
the Vaited Kingdom were repeatristed, There are » bout 
OL? 000,006 of perpetusls outatending ot the pregent time. 
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_ itness points out the 0.0.4. takes the position — 
thet they showld sot be required to vey interest on the 
money spent on espitel account fer the Consdiean Governwent 
ilweys, Prior to 1923 the Government aeiiweys never 
paid interest on its invested capital, In 19823 these 
Covermment elliweya were entrusted to the manngenent cad 
operetion of the C.F... She ©... ie only an agent of 
the Goverament for the management of the railway, The 


ownership of the reilway dic not ohange. itness asye he 


sennct understand why entrusting the menngenent to an 
egent should sake the agent responsible for interest 
whieh hed never been cherged when the Sovernment iiselt 
aoereted the reoiilway, . 


fr, &Monrell vefere toe Seetien 6 of the Net eivhe 
dealing with the recairements of keeping seperate accounta 
for the *natern lines and showing ony deficit tn reepeet 
of the festern lines en » seperste ites in the eatinn tea 
submitted to berliement,. - 


“itners pointe out thet tie Heetera lines figures 
ere merged in the Gyatem overatine results but In the 
Yerliementary appreprietion there la a ae retion made 
between the lines sompriging the swetern Lines and the 
remainder of the oystem. 


Witeess gays thet Seotion 6 of the ¥.%.4.A. ta & dend 
etter so fer ag the publicetion in systema opersting 
fesults is concerned, but 1% is not w deod letter in the 
i Mh. éefieit ila veted In the Serlicmentery votes. 
Witness atetees thet he hores thet e# w reault of the 
deliverations of this Gommiosien Geetion 4 ef the 1 .%.slless 


shell be repesled since 1t server no surrese end te lust 
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be conaletent <n a of results conforming to 
the polley a9 ay A seriissent pursuast to 
thet Aste | , 


ve your Xk @ for Orend Trank 1916-22 
saya tt or eatd $100 rd he - ed 


cane care 7s 251,84, 
Fi vaoitie 245, 304,176. 


"Oo interest tor lorermeent 
LOBROR» 


ieee ry ate. pesdemaa had no partieular objection 
to be th interest om loans for capital puar- 
posee; however, Re t eonins that di & ty Gapita Revision 

Late interest wae eancellel, leans terielta 


bpane inmoluded in those 


Gena fet tonal be | tion = 
heals whiten the capitan Revie aot aris pottin 


rr interest. on Gar gu cahyiub tues. hid 
on vee eae defielt : have, been. inexeased by 
¥ * * 


Sotol detest fer four 2atlw @}, Decenber, #2, _jeae 
wie 3204,651,901, - . : 


Thinks ene of reasons Government loons fer deficits 
and interset charges wore > ernitted to pile up bed to 


ment eesietanece waa firat. needed and dates tinal’ mo 


peness to OO vornzeitt Sensdion weep | Cand Trunk 
3 F € 


harrpes on Loans had effect of deforring 
par nd om such securities. 


Thinks Sraytor Ghildh sekak thins ob obknt oh 
Guise’ thoes weliihe oatiedaae onan insolvent cire 
Cunetagees were unusual. fmpaniae hed broken down 
snd Commission sa 1 Bagh nn fp Ded se new 68 
$e take their place. Conal that for reasons 
of national credit Ganeda should asaume responel bility 
San ven am Soma: Ce:the senpenians habe: ty 
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mage Fes pete from Py Report at pase x<lvi 
aa 


“ry {ih ‘oiias wands ink Whi Whee curt tenl Seethern 
nor the Trunk oan st the pres monent 
roet ite Mabilities, In the Unite ed “tates when 
company is in this position it is slaeed in 
the hands of a receiver, And et this soment 
due of 40,000 miles of line are in that 
twation. | 


We gee 
BOR pe mies to take thetr 
% only possible succeneor is in 
our view a public reno Re are 
with a 4tion and not a theory, 


Put if two seneen ee went into the res of. 
receivers, we cannot doubt that invest 


result ie one 
— al 


ers transferred Pirate By 


Refere to letter fron Sir Joseph Slevelle, Chelrman 
of Soard of Crand Trunk te Bt. fon. irthur Mefghen 
Prime Minister of Censdn, August 12, 1922 recomenting 
method of dea with metter of capital structure of 
Janadien National. 


Refers te Annual B of Sods ational for 1923 
oor it fe stated thet consi deratian is eapit cpl 
lisy to i" hacagraine gg? Bok, te capitalization 


System, Gnd extent t at eee ere 
odvanaill mode and rg pen hen bs 
be written a oe er sere wie i tir tethsaee el as 
consistent with the earning p sina’ ar tas rellway. 


Says bc to note in these references no attempt 
made to indleate any ection that should be taken with 
respect to those securities in hands of public. Always 
dirested to amount of debt held by Covernment. 
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LESS 


LOSS? 


pce pn for revision of finanatal | 


iuterest on Soveranent : 

for aetteiie be ofneelled, and that remainder 
of the loans should be represented by income 
gharge bonda. ._—sv. 


hefers to report of laff Gowalasion psregra es 
and 87 where re poporved that. if the onfital Tae 
bilities of the aysten were adjusted to an 
besia @ very drastic writing gown would 
selon wis of the opsinton 


be necessary, Cowust. 
beers the capitel iisbilitiea should be heavi 


writ oe ome, thee: aia not consider the time 


informe 
teplenent recone 
& sume which are 


nendat toverate Comiasion that 
required to meet derielts should be voted by 


Perlianent. 


‘itnesses enpheeige that Capital Heviston Act of 
1937 was never intended to @ eure for al} ills 
that beset, roilway*s finances. 


utes letter dated i 85, 19G7 from aati 
of Tranep Mir, Hunger ord of Heard o 
Mreetera of Goll Ry with reference to their 


approvel of draft bill for revision of the 
aecounting seteup of CoN? 


“Your ebst ss will wed sourse heve 
bi tine t any time, to receumend 
1 measures along some lines”. 


ayS matter of reas mecapttslizetion hee been under 
rest. gps sctrer on on ote 4 gf tam dott steuct 

Oh general agresment that re abructure 
far tep t,°but there and thet sonething Peal be done 
ebout 1 any been 4 tendency ~ fasts 
wie Be @loe, or for another da 
csaurt fine ltetouley aeons to be Soletea t ted to Bedlnay 
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Little doubt a atari vernal held kore and publie 
less in Meet here bg 4 have 
beon So eae De herd by by paella he retefore. 

complete and satisfectory sde 
Justnent ° — itel structure of ©..H. but President 
has now indies ed how obstacle can be by-passed. 


Witness aays everything surrounding sonstruction 
and development of ane Ported @ railweys runs 
counter to the idea thet they should expected 
tO. Grn an. interest return on their cost. 


iks seotion $ of Pet yhe ‘should be repecled sa 
Ro Usefwl purpos OE» 


se}. eleunderstendine ae to effect 
oe finer Tey Oa p ision, nothing more than rtiel 
64jus tent oonetnod ed sues between ( 


a 8 20% arose eethass veliinn Wbrexs ratio for 
Coles 17% and Clesal railroads 16% proef no 
effort made at that time to put CGonadien Metdonal 
On GOuparable basia with other reilroade, 


ett ole subsite thet the fact: 


"thet the Covernsent may not receive a 
aireet interest return on a capital in- 
veatment doce not mean thet the eapitel 
is lost. The nation dose not expect 
se brava, ei: zytate on its investment in 


a8. hevine 2 the. is asters *ohe cnebes Byrd a 
he Pringe Toward Perry, the post offices, 
the Welland Cenel, ma hot carn interest 
on their cost but that does not change 
_ the fect thet they are nations] ssgata.” 


Bténens 8a pparediee Netional traffic inoressed 
tremendous gl Sg Avergce annus) 
revenue dur war ‘ 7 nilifon, before war 
el7? millions 


C.H.. have ey fixed charres from their peak 
is 1952 by refundings st lower interest rote and 
aos uged RA, earnings te reduce 
Gove 
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“o not mise an opportunity either so aatietty or 
by calling an tanue {Y teras permit, continuing to 
poate fupexens vates, They were 5.39 in 1942 ond 


Seyes fixed charge burden greatly in exsess of sarning 
ear, AveTSce sirnings 136 million fixed charges 
SO million a year « 729 eillion in excess of break 
even point. 


“eaauring with breakeavyen brovi< 
Gn ectity capitsl and nothing for additions end 


borrow every cent on Spite] aecount. Prudent 
nanggenent will endeavour to finance betterments 
from net earnings or depresiation funds Limiting 
recourse to new capital for plent exrension, 
Helilveys fenereliy placing greater reliance on 
internal sources for replacements ana improvements, 


iuotes frou declaton of 2.7.0. in 304 case as 
follows:~« 


"T think that @ railway ts entitled to a 
reasomsble surplua over tnd shove fixed 
charges and dividends, A réileay company, 

se in the case of other enterprises, should 
hevé Something in addition to ‘cone and go ont, 


Sport from major capital requirements. This 
is pe Bnd ra viewed the catter in earlier 


Pension sostes in 1o23 9632,974,in 1949 $11,562,547. 


Adeption depreciation Seoounting for rolling ateck 
has inoreased expenses of Comidien Netional. 


United States raflroada looking to surplus earnings 
sang ctireeiation te finance additions and bettere~ 
MOTE Be 


Vetigihe Ginee 1923 has to borrow every cent a 
On Gepitel expenditure and pay interest on it. 
poy Ang no other rallroed anywhers thet had te 
g0 Be. 


4 of Bafatine of pee de 
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16560 ays railways unable to co into seourity market at 
last fow years, 


Additional revenues in 1949 §101,000,000 - additional 
eosts $160,000,000 due to change in price level. 
Hed te absorb imbalance ef §79 million. 
aon Says GaNeks went fy*tee into red in 1949 iT ite 
_ op ye ‘or flrs Be EPOSs revenues @xseeded % 
Re bisterieal data refers to mein brief as follows:- 


Gays imbalanes of $79 million in 1949 is additional. 


Tilake imbalance to be net Substantially by changes 
in freight rates rather than by sdjustmeat of fixed 
chargea, 


16565 If increases hed been in effeet for 1949 U.N. would 
have hed additional revenue of about $15 eillion. 


1G597 Gapitel expenditures of C.N.K. since amalgauation 
te reduced to a per miles basia averaged $1,0)1 per 
L599 annua, For Class 1 roads was $1,224. 


Costs per miles of road for G.N.R. averaged $66,769 
for Class I road# $127,564, for C.).R. 666,031. 


166009 Saya C.N's proportion of tetal capital rapresented 
by funded debt dropped from 03.6 in 1932 to 62) 
in 194] ~ 0.5. roads Groep ped from 62.6 to 54.2. 


LOOO9A Cole. Stbuiagion contends U.S. roads have followed 
te definite policy of reducing funded debt and interest 

16610 charges - particgulurly last 15 years. No relief 
avellebvle C.H. throush bankruptey. “hen aystem 
saddled with all debts of bankrupt predecessors meant 
indefinite tere regurring deficits and no ehanee 
make surplus to reduee fixed ehurages., If sound poliey 
reduce fixed charges es other rallwaya deta and 
fostered by U.8. Government then should be some 
Srrangesent that C.N.A. oan GO pate. Leguey of past 
now bare way. 


Léell Avallabllity of Government eredit only thine kept 
Gell. going. 
16614 Revenue per passenger mile same for C.N.K. and U.S. 


Claas I roads, 


1ée24 Thinks figures prove conclusively that svacured as 
& percentage of grossa revenue C.N. fixed charges about 
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In 1947, 1946 ond 1949 only 4 railways in Borth 
Ameviea with lorger revenues than C,H. 


Thinks ratio for 0.#. completely out of Line wits 
other large railways in North ameri¢a. 


CH. subuiesion re fixed ohargea. 
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posi enn that in addition 
the interest on their fixed 4 they should pay « 
return on equity capital. | | 


Br. Covert suggests to the witness thet to live and 
ourry on the 0,0, muat hove something in the vieinity of 
“OO million. 


it fe witnesses*s opinion of looking et the record 
of the CH. since amelgemetion, taking the good ce with 
ber bad, thet they everege on anmuel deficit of of 


witness sgreca that the tremendous increase in the 
pore of the country to-day ee compared with what 
+ wae during the first helf of the peried sisse — 

euation would eleo beve o tremendous effeot on the 
future of the C.h sh, 


 Sitness azys competition from trucks, buses ant eir~ 
weya ia one of the moat serious problemas for the future — 
of the rellveya. se | 


Sitness says 1980 will sot be ae good oa 1949. . 
vor first two months of 1966 treffle hea felien off by 8%. 


tn revising the cepitel struoture of the O.N.4., in 
the view of witness, cannot teke the reoults of the paat 
26 age as « cuide and determine the edjuatment on thet 
by iteelf, and doubte very much if they oon make on 
estimate of the future, 


witness seye one of the yerdetioks thet should be 
uged in order to determine the capital debt of the CaM. 
would be to compere it wlth other Clesa I Rallronda. 


Vitness anys wikkxenger the record of the peet is a 
feotor in determining « proper capitalization for the 


Col! alle © 


In 103% the C.%, ratio wes 37054, and they fell down 
just es other reliwnys fell down, the reawon being that 
the gross revenues increeved. Expressed as & poroen tage 
then the fixed charges neeemenrily are on « redueed sesle, 


“ur, O'Ponnell, on behalr of C.N.d., seys retes have 
heretofore been fixed on the benls of requirements, end 
if the auegestion la thet the beala ia to be chenged to « 
rete of return on a rete besis, then thet gets to the 
position of determining whet the proper rete bese ia. 
Thinks thet is coe te pag Mem requires intenrive etudy 
and points out thet in their subaiesion they made no 
request for enything of thet kind eat thie time. 
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ur. ee Ree on beholf of C.P.k., Saye they believe 


very come to thet basis for rete meking, 
: the Chetmes seya it is bis understan@ing thet the 
OP, ie be | to leave the Aet es it is, thet is to 


any to Soave t to the discretion of the &.7.c. as to 


. how Petes afe te be arrived st; but thet if anybody wishes 


to amend the Act, meking rete base the compulsory 
the CeoPeiis will tupoars ite 


Mt. UVahs ecrete. 


Mr, “aoPherssn thinks their position would be to 
letve it to the 3.7,0. ea it now is. 


Witness thinks ¢.¥. present Molenee Sheet truly 
represents thelr investment in property end thet there is 
no necessity for any write-down. 


“itiness says tint under the 7.0.0. theory of 
accounting for investment, the booke of the eurriers 
must be stated at historfler] cost, 


In order to erriva at bisteries] cost of the vartous 
properties that make up C.%. rail invectment witness does 
not think thet by going beck os far ae I85¢ you could find 

better evidence than is contained is the | cot 
which are sow in the C.". returns. 


witnesa saye in acking recommendations for the 
revision of the ¢.E. structure they eave not eonsidered 
its possible effect on the C.). 


Mz, O'femnell points out thet the ©.!. hae not asked 
ape WER See fle Ry pl 

prepose © the purpose o ne freiz 
rates in Canada, ond thet euch e result fs not sontenple ted 
by the submission whieh they beve put forwerd, 


ie, Trawley eubmlte thet there ahould be no such a 
thing as «¢ aynthetie C...8%,. ead it woulé be synthetic if 
it began to say dividends te the Covernment of Oanade, 


Ur, Covert gays if rate etebliiizetion fund set up for 

Gee would mean thet ¢.. would not be wiler the 
eompulzion ef Per an a tien for ino reesed 
retes,. Bat if @ tion were sede whether or aot C.M. 
Joined in it anéd. 8.1.0. said “we will stili use ¢.°. ae 

@ yardatick” thea rate stebilication fut would “continue 
to grow might it not be thet public pressure, looking at 
Sei. profite, would insist on lower retes., “ents to know 
if. rete stebiligetion fund of this kind might not leed te 
Peps “44 pressure which would really meke the C.F. the yard« 
BELGE e 


ur, O*Sonnell BE YS thet if the ¢.*. heppenel to be 
able te get a surplus, or to get moneys as pert of the 
proceeds of Juat end reasonable rete, then so woult every 
other reliway in Cenada, The €,%, should be permitted 
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fixed chergea and it div a requirements, If there is 
enytsing left the C2. ag s matter of preeiiee turn it 
wot Phe na he agg i os gg Ply Pag manage 
Protein some portion, if they have ony, of just « 
feasonnble rete. “here ie one rate for everyhody and 
every Fallrosd will get money to the seme eXtent es the 
CH. Objeet ie really reserve fund, There hae so fer 
been no suggestion C.u. pay dividends, 


fas A Le is final argument that the inereese 

freigh ily meet the requirements 
ef the Con a, I em of the pag thet 
the finei 4 pecting this aprlicetion must 
await the find Royel Comniss en Trenaport- 
ation, a tetion of certain of those 
recommendat eetuse one of the swttere referred to it 
by Carter in Couneil M055, 1945, ie to 'teview the 
cepltei structure of the Cane ationel delimmy Company 


ebd report on the edvigebility, or otherwise, of 
esteblishing end meintelaing the fixed chaxges of that 
coareey on & beals comparable te other aajor reilesys in 
forth smerica.’* — 


witness seys trouble im the past has lergely been 
due to the fret thet 0.N. hed nothing te come end ge on. 
Under proposed revision, end grunted good business 
cenditions throughout the country, end granted a reeson- 
eble reiationship between costs and revenues, = should 
have something to come and go on and it is by eveiding 
the necessity of continuelly borrowing debt for avery 
cent of capital expenditure thet they feel there will be 
some control over the fixed charge debt of the company, | 


Witewas says if there were 6 depression and deficits | 
ocourred if they hed « vew yeare of reszoneble set 
eoroings which they were able to retain they would pay 
deficits out of the emount retoined, There would be ne 
necessity to go to Purliement. If they atarted of f after 
the adjustment with defielt conditions, there would be no 
escape, ; 


witness Snye gould net isauve funded debt to finence 
éefieits end refers te Duff Commission where it stated: 
“Income deficits shell not be funded". Yhat was one of 
Cutt Comission major recommendations, 


im the @ase of « dieselizetion programe, instituted 
in a depression 48 a public works or t, difference in 
position of C.H. end C.”,. would depend on the segree to 
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interest to both compan sie 


Siteesa thinks comperebility of Cenedien Ketional 
Tixea olmrges with these of other reilwrye should be 
meinteined, = 


| Witness saya surplus ecrnings between 1941 and 1945 

amounted. to 5112,502,062 and these moneys were used to 

retire Government leens, Thet money waa not used for 

pay ce expenditures but depreeietion sacarucls omounting 

te [117,582,140 undoubtedly were use@ to finance additions 

bet te end thet thet is the proper procedure, 
ages the stetement on Tage 16579 of the Yrenseri rt 


Witness ssya for period 1929 to 1959 net average 
deficieney £908,000 e year on lines taken over in 1929, 
If thie emount expit dé would be 650 milifion but Just 
taking 612 million as eonservetive figure. Xatiente se 
eonservative beenuse 192¢ to 1959 poor years. ‘ther 
considerations would be feeder value of these » lines to 
sain rellweay system, which comes from traffic which 
originates or la deatined to these bronshes, 


Gitness ag*eed thet O.!. must operate as both a 
busiaess enterprise ‘and instrument of notionei policy. 
in his opinion it is beth at present time and that it 
ean then be put en eomperable beaia os to fixed charges 
with other roads, 


Witness ecye in the lest enolysie freight carries 
the ioad for the rallweys. im the owse of C.8. did not 
make up defleita, 


Wituees thinkea if roetes were fixed on the bevia 


that “requirementa" were interpreted in the same wey ag 


CePeile, meaning fixed charges, « return on equity expitel, 
sometiing to come and go on, perhaps position of the C.F. 
would be improved in the metter of ita position in 
epplying for en inerease in retes. 


Witness dees sot think proposed re-cepite lizetion 
effests requiresents et «11, if requirements inelude 
fixed charges and equity capital. It simply seves an 
item which is now a requirement under the heeding of 
fixed cherges into « requirement which would become « 
return on eyuity eapitel. Unless you change the 
definition of requirements as sppiled to the ¢.. from 
wuet it hee been interpreted es applying to the C.P. 
witness dees not see thet this preposel affeetstetal 


requirements at ell. 


If G.k. requirements ore used es €,?, requirements 
have been, end if requirements ere defined es o.¥. 
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requirements heve been defined, it seena to witnesa that 
tie need for a high Levei of freignt rates would beeoas 


apparent. 


the assumption that the C.E. ie a pert of the 
geraation,/es bas not been suggested, it micht mean thet 
return Le eeked on the equity caplitel that the 9 oy Oe 
payer will be in e worse position thet he wea befere in 
reapest of epplicetions before the 5.7.0. 


Witness explmins that gentre lined in the Gale system 
to-day are ell the smell linea which were built beek ys 
the beginning of railroading in Ceneade in the 1840's, 
Yom 3. nobody knews 


Their hooks of seaount da not exist 


how they were conpiled «ead they 4o set e 


at to-day, but 


these figures heve been broucht forward through the yeers 
and they ere carried inte the sccountsa of the C.!. at 
1923 as they vere found in the ee of the verlous 


tompenies and from thet date the ¢.! 
Lt for them. 


« took full responsibil. 


deters Page a“ — CW. Brief - “their secounting was 
hot under reguiatery suthority”. “It followed the 
judgment of the eesountants or the poliey of the owners. 

On ttenamigsion the lavesteent account often wea determined 
by the par Value of the securitics iscuet in exchenge,.* 


“ell thet one dan claim then for the present ledger 
figurea ic thet they are the tiaterical sesta, recarded 
by ways bat ender different scoounting tieories, in. 


many @ 


ferent bocks, over « jong period ef time, As gush 


they ahould be preserved and continued .* 


This ile ef seceseity the beaia on which Gill. hed ta 
work fin erviving at finel total of $2,609,000,000 for 
investsent in road aad sie ean of the railway shown in 


Table 6, rege 45 of rie 


“Banded debt of the Grenm4 Crunk 
ond Gremd Trunk Maeifie held by pub 


it 


Canadien Northern 
© @€3 @t Secechber 


Sl, 1922, $604 million. “ltness seye thie $904 millios 
showlé heve been converted into oquity capite] Inetesd of 
being continued a9 fixeé oharge ea pited ao far es 


ecpitelizatian is eoncerned. 


Vitnesse sey# proposed eupitel revision of the Cel. 
hes not te do with the éeteraine tion of @ pote bee, 
tt ie res ~ 4 # tranefer from funded debt to equity 


eapitel,. 


@oen not affeet investrent secount at «11 


an? doee not affent peeera of historical seats in any 


MEME 


Vitness isa asked if there ie any useful purpose in 
heaping the 76, 80 oF 806 ecomventes opereting apart fron 
the C,H. It is sot from desire but of negesaity. In 
the onse of the Canadian Northern, they have perpetual 
debenture stecka outstanding, and the consent of those 
éebenture etockholdere would be necessary for consolida- 


tion of Cenedian Ferthern with ¢C.H. 


Those debenture 
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stockholders would not cive their consent to 

ere tion unless they were given something, they 

would esk for ® Government euerentee and the CH. 

Say they won't pay thet price. Speaking persenaily 

the witness would like to see legislation pxxx veeting 
these perpetual stocks either in the neme of the Cenedien 
Government or the Cenedian Netionsl Nallwey Company. 
This wis done in Great britein during the wer. Th ke 
something ghould be done about haviog these seperate 


@ebenture stooks living in perpetatty. 


Stress seys nothing can touch these perpetuels 
except legiclation. rm | . 


s&ebked If the Canadien Natienel Uede ilnes are 
profiteble witness thinks es @ broed enswer the answer 
woulé be "yee", | 


Asked if hetels bave been remuneretive over the 
years, witness referg to the question of usefulneds to 
the eystem, Yne hotels as « rule were able to develop 
trerfie for the system, The recor of hotels over the 


dest deonde bed been that they heve ede substantial 


het eernings, serning fevenues lees expenses and taxes. 
Tf on interest clurge and a depreciation charge were set 
up by themselves they provebly would show that they had 
not been opereted et © orefit, but egnin you have this 
intengible velue to the aysten, Yeferring Pemba tbs 
te the Chetesea Laurier, witness aot only thinks of it sa 
pert of the sytem but «# & nationel easet, 


Under new proposnl as public debt matures it will be 
paid ff out of proposed S500 milifen fund and if 
portien of fund wes restrieted entirely to funded debt 
in bends of publie in 10 yeere et euteide $500 million 
would heave been drewn down and funded debt would heave 
been reduced to thet extent. An alternative Llu thet 
$300 sillion might be used in pert for capitel 


expenditures and effeet would be inetesd of edditiens te 


the fundec debt by utilization of the fund ftxelf the 
funded debt would be helé cown. In other words eltness 
agrees If debt in hens of publie redueed by $300 millic: 
would only heave 200 o44 cillion. — 


Witsese says Government coulé not simply wipe off 
OS00 million ef whet C.U. veys publfe, ‘Witness KeLreee 
if they were 4ifferent seourities wikeh eould bepeid 
off that would be simplest way. Witecess serees plan 
tesliy seene ‘thet €.%. gives Government equity stoek to 
feee velar of PS00 million, 


Government would heave $400 millien ef atock thet 
hed not palfd for, 


wefers te Drayton Seport end waya 1917 eee time to 
get in seeurities held by public and pay them eft, You) 
souné like confisention now, Some securities helé by 
publie paying Sf interest. None paying 6% now, 0.0.2. 
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British 
fortunate thet ‘Saitig a pot all the fais 
wey seoutitiea whish were owned by U.F. voqmecnians That 
hee improved picture. anita 


Rone of perpetuel. seourlties adekt of refunding. 


Oeiie bes been doing its beat to recuce anound 
fixed charges. @itners egrees 14 Le beemuse Chelle feel 


eunnot moke much progress quickly thie way beocuge of 


size of problem ogy eorked out acheme for Gevernment to 
rts up $300 million nd pey the: (9 mililons « your which 
y will use either te retire interest becring 


eee 
aitiatibis in hende of public or for aheltat « additions. - 


In regerd to univorm accounting, witness saya their 
waite is ret "thes sow the question ie put ee usy 
do you think there should be a uniform system of accounts 
for Gcnadian vellwayat “hen our duty saya that our 
anpewer should be in the affirmetive, Sut apart from thet, 
we ere perfectly setisfied to keep 1% os we are.” 


Uitsess egreca that the aeed for femeicienreess ragh more 
importesnt than whieh paapieolan: 2 kiné of aveount 
be pregerived, 


Sithuess sprees thet the particular kind or methed ef 
egcounting to be selected and preseribed should be left 
with tae 3.706. end further thet there must be soeeth 
Im the statute, unless there ie something elready thers, 
vequiring the Gili. to get “he uniform elessifiestion 
ef accounts. a 


in reperd to geprecieation witness eays on the 
guegtion of whieh ugmten ef depreciation should be used, 
they would be oresered tu eresgent their views as im the 
gteniakt line eetsed and thet they would be prepared te 
abide by whatever ereaeri>tien came fram the B.?.0. after 
congideration of the matter. 


Sitseas dois, fet think tiere showld be derreciation 
eccounting on xoadways et £11. pesking of depreciable 


agsete witness seys a Aeore exact aeaning is “depreciable 


assete subject to devreciation aecounting”. 


eitewse sexys there are depreciable agsets, for 
exemple, ties, rails, ‘They are subjeet to physioal 
Gepreciation but they are sot subj eet te depreciatica 
accousting. In Ganade the Ooi. and C.%. do not depreciate 
eeils and tlea and thet sort of treek meterial, “lteese 
seye there eheuld sot be Seareniatign aseoun ting fer sen~ 
éopresizble round assetas 


Cithess sore under the britieh system their 
expend 1 tutes would veflest the actual replocessats and 
repelra made during thet year. titaees doubtea |f£ there 
might be « gent deal of replacement and repeire in eny 
one year and very little in exother becauge reilwaya ro 
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not work with eny violent fluetuetione from year te your. 
_y have steady programmes of mcintesence Ary repelre. 


eferring to unrenuneretive voede entrusted to C., 
witness, expresnine his personal mien beccuse he ls 
eet euthoriget te epesk fer the Be’ bee y in e aatter of 
this sort, conelders “thet the semnking Sational Saliway~ 
thet is the organizetion ~is @ servent of the etete. 
Ceneda ome ¢ number of reilroade end Consde must weeny 
some ageney, whether it ia » department of government 
the Canedien Fetionel args me sta on, te operete the ll 
owned reilweye. In entrusting these properties te the 
O al « epyentes see for menegpement and epere tion we teke 
the position, and we teke it pextnaiy, the thet thet entrust} 
went should be under terns whieh are equiteble to the 
railwey, end thet we should act heve # repetition of whet 
he ppened 4 in 1029 when these five reillewye thet we » 
of, which were token over as a matter of public ey, 
were just pushed over on te the railway company. ¥e hed 
to aasume the Fixed ry arep febt with respect to the 
purehese cries, Lag yee sizeable amounts of money 
for the Bante y fis Foo of the 1 end we heave hed to 
etend operating deficits which peaniten Pram sae anbiee 
of govern polley.* 


“dteege enya an omdinery comercial cating vould 
hot teke ever such thinge es ‘couading government relleweys, 
the Fetionel Tvansceontinentel @ilwey, tie drydoek et 
a Foca ts the Kewfoundiend hallway, without some sort 
of compencetion. 


Hefere to ©.) jie Aat ot 1927, Section @ denling with 
nomiretion of ype beeen “—y seotion 19 €4ee ling with the 
entrusteent and sonngement of certein rosds, 


Yr, Oenrell says ate tute ie thete end unter the 
stetute Government sey /entrustaent of these llnes or any 
worke covered by thet atetute. 


Gefere to Ye. Coréon's “twterent where 14% etetes as 
follows: “insoter ae ihe aad hie boom! of 4ireetors ere 
concerned , ie — they would not went to save Imrosed on 
them the : gement of any «nf e12 lines even if the sere 
centage of eapites wee te be vrovided cone ern ing these 
future ieee te lines a i» get out.* 


Dennell says es be underetende it, the Pudeon 
Beg aiizend is redo oy the Oevernment and is menaced by 
the C.%.8, for the secount of the Government, tae profit 
or the loess being the Government's. 


Refers te hag ton a Pele 115, Jemmry 80/23, 
covering the entrogtment of the rhdson Bey Mellway to 
© ol ate Com EY « 


Br. O*Ponnell interprets Su. Gordon's atetement tant 
he €oe¢ not intend, es fer es he hes ony way of svolding 
it, to be eeGdle@ with « lot of unreauneretive lines 
ané future development lines, on terme thet might sot be 
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wherever the settlers thin 


 eetioves » ,Shet Bee, ene trying to keep hie lines 


00 #o thet he oom ob » but does not know how far 
that would go without emendment to statute. 


witness does not think there is feoling that Ci. 
is there ag gervantto the ‘0 blie, to build pleaser roads 
they should go. Gcsnnot 
prevent od@ suggestion of this HORT 


Witsess (oes not t o.%. prosoenis will reflect 
in any wey im the freight rete structure, 


Refers to Seetion @1 of 6.8.8. det of lea? ieallog 
with the sonetruction end operstion of rellway lines. 


viteegse enys Nye consider telegraph department es 
another department thele reilwoy system end from the 
beginning of 1923 bite always looked on the eornings and 
expenges of thet department «es pert of rail system 
per rey Understands CePe trent soy aarp ipudnigsi 


eitness gays the matter of whether telegraph should 
be included aa rall or sen-reil income in the Company's 
apereting revenues hea been discussed between the teo 
Meilweyoe It wes part of the Committee thet ene 
established in 1936 by the Miniater of Trencpoert to en- 
deavour to draw up a uniform syetes of eccounte for reil- 
weys and thet @erleus effort te draw up a Canadian 
sleesifiestion wea sede. 


Digseussion concluéed in a sort of exelmnge, If Cs)s 
would go uniform with ¢.7. on — Olle oPepered te go 
uniform with then on telegraph. ¢.2. prepared to gO 20 
aa emer to axrive et eormething thet wae egreenble te 

* 


mkhex C0. heve hotel feveouss, withers exys 
they are excluded fron well line revenues and expenditures 
ent ere ahown in iecome eecounte, wera to “age 4 of 
19468 Annwil Seport, Uxhibit 2174 


Refers to Yoronte Tereinale Keliwer end states it is 
in “eeall*, If aereretion choul4d be meade of income account 
as between foil end nen-reil, whieh they heve not, witness 
would put Torento Terntnele be Lhe y ahi in “reil*, 


Witness gaya it ie quite contrary to Covernment polle: 
that there should be any outeide steck control of ¢.u.8. 


eitnees thinks the ye Segal gages Cel aks Compe! 
veqguires that the etock eheul ned by the Covernmment 
e? Ce node * 


if C.P.5. showlé devonetrate « need eimilear Celt 


for equity cepitel witness etetes 1t would be eetter for 


Cowermment te decide if they should be dealt «ith on same 
beele ag C.0. aaking, 

Witness personally would bave uo ebjeetien to the 
Government of Canada buying stock in C.P. Railway. 
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18916 ir. Evans points out to witness thet the C.P.R. are 
not taking the peeition thet they are epposed to the C.. 
setting such relief ea they may be able to establish is 
necegsary and proper. Whet they ere concerned with is to 
see@ thet the nature of the relief and the conditions 
under whieh it fe grented, if it is granted, will net 
pleee the €.?.8. in jeoperdy. 


isg1s | Witness is esked whether he agrees that it is 
4esiveble to maintain the Canadien Pacific as a healthy 
and sound private enterprise, competing with the reilvway 
system of the Censdien Wationel. Witness says in his 
personal opinion, yes, definitely but does not 
differentiate between hie personal opinion and bis | 
offielal opinien az an officer of the ©.h. 


LOvl¢ Witness eeys he eannot speek for the tep policy 
of the C.F. 


18922 “itaess sgrees that o« privately ewned reilwey company 
sueh ag the C.P. muet find from its own resourees and. 
upon its own eredit any eapiteal moneys 1% may require for 
improvements or for extensions, additions and betterments, 
ena the uevei cepitel needs. 


“itneas further agrece thet the dividends, the . 
ability to pay dividends, has en effect on the oredit of 
the coupany. 


18923 Witness errees thet e dividend tecord would previde 
en added cushion of security to en interest-beering 
security if you are trying te sell it. 


1f925 ) Pr. Evens refers to the age of the word “return” 
end gays that when we epeak of return in the lerger sense 
in whieh it is dealt with in the oublie utility field we 
elso inelude as pert of the return three things, the 
obligetion te poy fixed interest, the chligetion to vay 
a dividend, end the necessity for s gurplus. 


LES28A witness agreee that when a Company, any ral iway 
company, oF ony utility, is permitted to earn # rate of 
return oo its investment or ite rete bese, However it 
mey be estebliched, thet thet wey of looking at it is 
& permissible earning power end is not in eny sense 
intended to guarantee thet thet eserning power will in eil 
circunstances be recched, 


18¢38 Witaess eeys surplus ecernings should be aged first 
to provide wufficient funds to cover expenditures for 
nor-revenue producing Improvements end betterments. The 
reguilrenents to meet non-revenue producing improvements 
end beLtermente would heve priority over any emount 
whieh might be trensferret? to ea rete atebilizetion fund. 
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18964 Mr. O'Donnell, on behalf of C.N.H., seys in regerd 
to surploe earnings thet the C.N.8. are ecking thet this 
Gomelssion efter hearing how this fund is to werk, shoulda 
recomend that the Gourd of Directors of tue ¢.%. should 
use some of these surplus earnings in a manner specified. 


18966 ig. O'Donnell refers to Seetion 21 of the ¢.%.%. Act 
whieh gays that they must obtain authorizatio 2 of 
Parliament before they san proceed with the construstion 
of any of the railway lines, tbrenehee er extensions 
referred to in Seetion 21. Mr. Oornell sevya there is 
no intention to slter thet. 


Lagse éitness is auked us on eceounting officer, his views 
ss to how the stabilisation fund would be resorted to, 
Witness says he has not taken very serlously the ldea thet 
they Gould ever bulld up a large surplus fund. He cannot 
visuelize thet the net earnings of the 6.0.8. will ever be 
in substentiol figures, and if out of the surplus they 
are to first teke the fmprovenenta and then whatever is 
ieft or a portion of whatever ig left is jut into this fun¢ 
then if they heve @ deficit they shall drew on the fund, 
witness cannet visualize ever building up « fund of any 
size - Goes not consider this matter is very importent. 


L8es1 | is regard to stebllization func, witness seys it is 
& fund @s diatinguished from « reserve, 


Commissioner angus @aka if it is not described es a 
fund which was to be part of a reserve, 


18992 Sr, Uvang, on behalf of G.P.a., says “that es fer as 
the C.°, is concerned it must exrn ita fixed charges, its 
dividend requirenents and its surplus requirements, and if 
the permissible enraing power should be auch thet there 
eould be a stabilizetion fund 1 think thet would meet the 
problem posed to me the other day by Dr, Angus, thet you 
might thereby be able to provide « stebilization fund for 
teaklng eare of the lower treffic years ana se-called poor 
years; but you must firet, I think, teve in mind that a 
privately-owned corporation eannot Just svpropricte whet 
it likes out of surplus for that purpose; it must heve 
something over and above what its immediate requirements 
are, end that, I think, is perhepes the wey I would point 
out what we fear in the way this propescl is sede.” “re. 
avVene goes on to any that hia concern is to protect 
against one rellrosd whieh was publicly owned being able 
to resort to a fund without fear teat it it a14 resert 
to it and baG a deficit that it coulé cot meet it could 
go to the Government for relief; it would be very 
Giffieult for a private cerporation to meet that, 


. : | 
18993 Mee G'Donnell seys they suggest here thet if they | 
have & surplus, and it ia unlikel;. thet it will ever get 
to afiything, even with the adjustmens thet is agke’ ror 
in the first part of "r. Gerdon's statement, even if that 
ed justment be mede, it is searcely likely thet there would 
be any substantial surplus in ao far es they ean see. If 
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If there were, it would only be by reason of the fact 
that the retes established as they have been heretofore, 
on the basis of the C.?P.'s requirements, would provide a 


surplus, end if it provided it for the G.8. it would 


have provided it for the ¢.P. All the C.8. is asking 

hére is that this Commission recommend thet some con- 

sideration be given te the way of handling any surplus 
that may be in existence at any time. 


He. O'ennell says the situation hes been that in the 


‘past the practice has been to pay over to the Crown 


immediately following the conclusion of eny calendar year, 
whatever surpluses may have been acerued Guring the pre- 
ceeding year. 


Refers to Seetion 10, Capital Revision aet, which 
gaye thet the Company:~ 


“eoestay cause to be peld over to the Minister 
for the Consolidated Revenue Fund all or any 
part of eny such surplus earnings," 

The Chairman suggests that they withdraw this 

gontentious pert of Mr. Cordon's statement, end leave the 
fet as it is. 


Mx, Evans seys “If the C.N.k. heve the power to-day 
to set up sueh « fund and if, through the recapitalization 
which they propose, thet power can be exercised so as to 
provide such e fund, then I think this Commission ought 
to see, by appropriate conditions, that thet power, which 
invelves the use of « fund set up only efter a reduced 
level of fixed charges, shell not be exercised so as to 
imperil the financial postition of the Canadian Pacifie*. 


Whether or not it is within the power of the Company 
to exercise this proposal, a reduetion in the financial 
requirements of the C.N. constitutes « threat to the ¢.>. 


Mr. O’Donfiell says C.N.2, has made no submission that 
the C.N. should be the yerdstick. | 


in regerd to C.N.R., Mr. Evans says “if there is relie 
then one must think of what will take place in years in 
which the earnings would heve been sufficient to pay that 
devel of fixed charges, would have been sufficient to 
provide a very large surplus,” 


in those years those large surplus earnings might 
on pots A be paid as e return to the equity stockholder, 
Lhe Government. Unless that is done, in those years that 
funé could be built up and could prevent increases in 
freight retes which ere necessary to keep the C.P. alive, 


AS & condition of the revision of the capital strueturi 
one of two things should be done. The statute should 
provide (a) the Ganadian Paeifie should not have its 
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requirements overlooked, or (b) that the Cenadian 
Wationel Railway Company should be allowed te earn a 


Feturn on the equity capital. itr, Evans dees not say 


they should be required to, but should be allowed to, 


before it cen be used ae a weepon to get rates reduced, 


Does not care whether they heve the 
or not. It makes no difference. 


power to do it today 


te Evans saya the legislation spould previde that 
the C.hsils must teke care of its equity atock before it 
ean have the kind of surplus thet could affect a rete 
stabilization fund and that there should be some provision 
to that effect. 


in reply to @ question by Commissioner Angus as to 
whether just end reasonable rates are retee which would 
inelude that surplus which would enable the fund to be 
bullt up, or are they the rates which would exelude it, 
Nr, O'Donnell says the B.T.C. has « continuing day to day 
control over the ratea, end the Board has fited rates on 
the basis of the finencixl requirements of the ¢.P.8. are 
their operating expenses, their fixed charges, their 
reasonable dividends an@ a reesonable surplus. 


_ Referring to surplus of ©15 millien shown in exhibit 
246, Mr. O'Donnell saya they are talking about relatively 
trivial sums and thinks possibly the Cheirman was right 
when he indleated that it might be well just to forget 
the whole thing. : 


Refers ¢o Exhibit 255 - Stetemeat entitled "Re-stete- 
ment of Seguites with Seeepitelization Plien in effect from 
January let, 19406", 


Er, EVens suggests thet eapert from the Newfoundland 
Rellway deficit whieh the Canedian National has to assume, 
that if the propogal whieh they have made te this 
Commission hed been given effect to as of January ist, 
1940, and if there hed been taken first out of the surplus 
ell of the eapitel expenditures of the Canadian Kutional, 
leeving the balenee of the surplus for the rate stabilicati 
fund, then there would have been in the fund, as at the 
end of 1946, an amount of epproximetely ©1965 million. 


Vitness dees pot think he eould make essumption that 
statement referred to above is correct, 


Mr. Evans agrees thet he is assuming thet the entire 
surplus after capital expenditures coes into the fund. 
Witness does not agree with this. Witness sexys if the 
result obtained es at 1945 is intended to give an 
indieation of what might heppen in a gimilar period of tive 
after the beginning of a stabilization fund errangement, 
thea he would eay thet the whole premise behind the 
assumption ig in error, “itness dows not believe that we 
may have & recurrence of the surplus earnings of the ¢.!. 
whieh it enjoyed in the war years. 
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requirements overlooked, or (b) ‘that the Canadian 
Wationeal Rellway Company should be alilowed te earn « 
return on the equity sgh et Mx. Rvane does not aay 
they shoulé be required to, but should be allowed to, | 
before it can be used ag a weapon to get rates reduced, 
Does not care whether they heave the power to do it today 
or not. It makes no difference. 


13¢13 Mr. Evans says the legislation spould Te that 
the C.E.R. must teke care of its equity stock before it 
cen have the kind of surplus thet eould affect a rete 
stebllization fund and that there —— be some provision 
to that effect. 


19018 In reply to e question by Sieniuctones Angus as to 
whether just end reesoneble rates are retes which would 
4nelude thet surplus which would enable the fund to - 
bullt up, or are they the rates which would exelude i 
Wr. O'Donnell says the B,.T.c. has a continuing day to y 
control over the rates, and the Beard has fited rates on 
the basis of the fineneizl requirements of the ¢.P.8. are 
their operating expenses, their fixed cherges, their 
reasonable dividends anéd a reasonable surplus. 


19083 Referring to surplus of ©13 milifen shown in exhibit 
246, Ur. O'Donnell saya they are talking about relatively 
trivial sume end thinks possibly the Gheirman wee right 
when he indicated that 1t might be well just to forget 
the whole thing. 


19037 Refers to Exhibit 255 ~ Stetement entitled "Re-stete- 
and ment of xesulte with HKeespitelization. Tien in effeet from 


13038 January let, 19406". 


ur. Evens suggests that apart from the i ewfoundland 
Beliway deficit which the Canadian Rational hae to assume, 
thet if the proposal whieh they have made to this 
Commission had been given effeet to as of January ist, 
1946, and if there had been taken first out of the surplus 
all of the eapitel expenditures of the Canadian National, 
leeving the balance of the surplus for the rate. stebilicatt 
fund, then there would have been in the fund, as at the 
end of 1946, an amount of epproximately $165 miilion. 


Witness does sot think he could meke assumption that 
statement referred to above is correct. 


Mr. Evens aerees thet he is asauming thet the entire 
surplus after capital expenditures coes into the fund, 
Witness ¢oes not agree with this. Witness eays if the 
result obtained es at 1945 is intendefi to give an 
indication ef whet might heppen in a similar period of etn | 
efter the beginning of a stebilisation fund oo 
then he would sey thet the whole premise behind the 
essumption is in error, ““itness doas not believe that we 
may hove 6 recurrence of the surplus earnings of the C.l. 
which it enjoyed in the wer years. 
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19042 Mr, Evans —e to witness thet with the condition 
whieh it is agreed a nepennes eae where the C.N. in 1946 
might have hed $185 million in the rete stebilization fund - 
in view of the statements in the C.%. Hrief at pages 56 and 
39, thet it would have been exceedingly difficult for the 
c.k. to heave resisted pressure decicned to prevent an 
inerease in freight rates thet year. 


19044 Mr. Evans suggests that the position of the ¢.K. 
might be that despite its desire not to be the yardstick, 
see Preneate might be brought to bear to make it the yard- 
BGLtKs 
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_ Be. Evans for ©.P.k. says that apsaking of inoreased 
aGllur paid by shioper beesuse of ineresasd rute in ease of 
GeleRs, 35; goes in ineome tax and 65, gous in net. Seauts 
different in case of G,N.8, because they lave to income tax, 


Situsss says that GoPets in somputing doller requirement 
iner@sss 1% by tax thet will later be paid. sivalia 


lin, ivang for C.P.R. saya that if income tax dept. 
ahould say sith regard te the eseeurity Holders of ¢,°.R. 
that they would pay no tax on their earnings frem securities, 
but that the tex would nevertheless be levied acsinet the 
GGmpany a8 gueh upon lis earnings after fixed @cerges, then 
thinks thet the tax is at least payable eage and should «coke 
no difference ao far as shippers! charges are coneerned as 
onaé tax levied against Company besomes part of Gompany's eost 
of doing business. After dividenda are poid or the interests 
on the securities then money out of company's hends, ont of 
shipper’s hands and then really becomes tax against the 


shereneider as-such or security holder. 


Coumissioner Angus saya if G.P.. have been payline « 
rate of dividend bafore the cerperate ineoua tax wes imoooed 
ang ¢ontinue that rate afterwards aad then corporate ineone 
tax ig trensformed so that the tax exeuption goes to tie 
shareholder, he would have benefitted by thet series of 
events and by getting mot so meny dcllars subject to pereonal 
ineome tax, but by getting the sane nuaber of dollars frée 
of ineome tax; the siipper would really be payline in pert 
the tax exe ption by which shareholder benefitting. If thet 
argument appliec ig sot whet is deductible in resosct of 1949 
income not the total income tax paid by the scepeny, but 
income tax minus 10, of its dividenda, 


Sr. ‘vans for G.Psk. seys quite a problem when you ‘ry 
to follow that through to cecurliy holder because any 
retuined earnings never de reach secarhiy holder and therefore 
not tezeble in his Randa. | 


Ur. S¥6ns agrees that security holder's sax exeuption 
is 10» of his dividesd. Agrees pesalble 10. dividend 
could eongeivably be deducted from income tax sharee of company 
on grounds they pay 14 to shareholder, but xicht be another 
security holder whese aele searce of livaliheed from ¢.P.R. 
dividends. Might have thet ae sole basic exenption,. 


Gomiissioner Angus saya implication would »6 thet the 
proposition to get 65, in revenues we must eherce shipper a 
Gollar, would begome to geto5y, aust charce shipper about 
70%. “his sight make quite a difference in computing 
level of freight rates. Thinks 14 wlll be argued before 
S.0eS. buh should be indigeted here because 1% effecta come 
parison between two companies. Gays cesitica ef fersicn share- 
holders governed by internaticnsl conventions whieh ro doubt 
wold be modified te take cure of various situations. 
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With reference to statement of Mr. Liddy that anifora 
accounting could only be acoomplished by joint consultstions 
between reilways and 5.7.0. wiiness says thinks Mr. Liddy 
aeent thet there should be some kind of round table coafsrence 
where principles worked ous to mutuel eatisfasction. ses 
not agree with that. ‘~hinka ?ariiament will placs responsibliity 
on 8.7.0. to preseribe uniform accounting and elasases of 
property subjees te depreciation and responsibility of 
Bel.G, not to be share with railways. Thinks B.T.0. to - 
determine what classification shell contain and railways 
have to accept. 5... wall advised @onsalt railways and take 
advantage of their experience. boas 26b think if would be 
gound position to advance if B.T.G. must get coneurranse of 
reilways in a eonference before they cen decide what elesaifi- 
ection going to be. — | 


‘Agrees under uniform accounting da ssificetion would 
not have complete somparability except where aetivities 
identieal. “Oia 


Witeses says at present tine 4f he needs « ruling he 
leeks to sashington wierens should be Llockia: to Uttawa. 


Witness does not sgree that user method ef depreciation 
is systematic and rational method. 


‘“itness agress thet year by year alleeaticons of Gee 
preciation in accounts need not measure the physical — 
deterioration taking place in thet yeer, os cover the period 
of the service life the total result is to regover the 
depresiable value. i 


“hinks there is variation between the physical depreeletion 
in a fiscal period and charge which is extered into accounts, 
which ebtelins whether on retirement or desreciation basis. 

Yo some extent algo true with respect to replacement basis, 
bub submits that replacement basie secaures tie actual position 
better than other wwe. 


Witness says assumed depreciation accounting will be 
dealt with by B.T.Ge om question of bread pelicy. “‘hinks 
Sommission will recommend 5.T.C. shall or shall net preseribe 
uniform aeeounting and thet oeT.t. shall er shell nos presoribe 
eleasses of property subject te depreciation. If Gosmission 
geing beyond that ang, going te decide question oF user 
ar straight line subjeet gould be discussed for days. fas 
progseded on assumption eonsideration of Gommisgion onl higher 
level fas restricted his evidence to orie?® summarization of 
nis wiewS. oon | ; 

itness thinks trend toward depreciation ageuunting in 
U.S. tied de with tax probleas as result of Wars 


Thinks justifiable sone recognition of ineoms tax problem 
and hes suggested sethod thicks would joprove C.¥.R. income 
tax position vis-a-vis depreciation method. 
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Witness thinks from taxpayer's point of view would 
be advantage if requiresent metnod auopted fustead of depree- 
{ation acoounting either on atraight or user peals. 


LOPE “itness does not know if British Rsilways before national~ 
ization were always on renewal basis, tates be has copy 
of report by Sritish “ranspert Commiseion for year 1940 and as 

> report of railway system there is nething in world to squal 

it. Under their jurisdiction are all railways, suena ef hichway 
transport, sanale, dovks, Sotela - probably biggest enterprise 
in world. Huck interested toe note with regard bo rolling 
stock they adopted depreciation acscountins on e-reight Line 
method. On read way property they adepted replacesient method. 
Vhinks theiy gathed aight be better end should ot leas: be atudied 
and considered. ee . 


19101 Witness thinks in period 1926-27-20-29 C.N.k. WAS 
persuaded to build branch lines. 


Keferring to atatement of President of U.N.k, witness 
saya it covers period of thirty years and during waich ©.Bei. 
persuaded bulla breneh lines upneeessarily and aust prevent 
recurrence of thiags of thia Kind. 


Selieves Parliament under Act aa sole owner of 0.N,i. 
eoulé compel whem bulld branch lines. 


Witness - Mr. &. W. Fairweather 


19107 @itness deseribes aituation with regard to aequisition 
te by Governmen: of Senagdien Korthern and Crana Trunk oystems. 
L9L20 | 


19122 Witness says .H.H. are ¢ mprised of the lines of the 
former Grand Urenk Go. of Canada with such a ditions the re te 
as have been bulit ander authority of Gellelie 


19125 @itness gays obvious from map .N, -yotem aos enlit as 
entity. If had been one Gr obner of aein lines in «<estern 
Sanada would not have e@xiated. 


19127 @itness agrees no subsiaitial Linas added in Soutiws atern 
Ontario ainee Grand ‘rank. 4% Grand Trunk Lteelf sotobuilt © 
ag unit and brane lines disposition with relation to chosen 
main Linea not now ideal, Lack of unity aever Shakes itself 
éown « is continuing disadiiliy. 


19220 Br. G'0enmell for <.N.il. GEYS HO duplicetio. of main lines 
in Newfoundland. 
L9L26 Whiness explains we. Cordon's statement that C.H, Sysoem 
io has sore mileage than fuueticonally neeeasary 6 sees Lte 
L9132 pee aleten OB x | 
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requirements and that exeess silesse has been reduced ico some 
extent by ebandonment ef dupliccting faeilities and 
relezation ef duplicating asin limes te secondeiy . linve 

in other caees in precess of co-ordinsition. ; 


Comments on Mr. Gordon's statement tnat these lines 
are burden on system and 14 should be teken into account 


when considering cepitel structure and exvriains est) «ate 


burden constitutes operating disebility ef $6,000,000 
annually. ' ; Sil 


In connection with Mr. Gerdents stetenent concerning 
"affect of Aequisition of Unremanerative Lines in National 
interest” dr. O'Donnell for ¢.K.k. refers to vuff suport 
at sage 22 where 14 is stated batter if Covernment sad 
assumed burden directly and thus avoided sudcling raliways 
with capitel charces and @perating expenses resulting 
frou curchese of rallways based sclely on -ublie polliey. 


WLinesa admits prices paid for five rellweys agquired 
is 1929 were freely necotiated tui prices paid by C.KeR. 
fairiy nigh. 


Witness says he made study in sonsection with seach 
of five railways aequired and effect they may Lave on 
GeKe. System. Found that in all euses exeept St. dohn 
and cuebee end juebeo and Montreal non-standerd wases 
oeinge paid, using “standard” to mean O.N.R. and agreements 
under which mean worked did not eonform U.N.R. shundarda. 
Yherefore neeessary estimate how mugi would Gost bring 
railways ap to standard. On cilier hand ratea for transportation 
services had to be reduced. 


&s to five rallwaysbeing acquired in nations, interest 
iy, O'Donnell for C.K.R. refers furtacr te Duff Comalasion 
ie port. 

Witness explains $12,000,000 nesative capital soneerning 


eoat of acquisition and renabilltation of fi-e linea and 
deseribes condition of property of these railways. 


Witness comments on Newfoundland sallway and Steamship 
services and particularly on <«ffee. Cperation of thesé 
serviees on 0.8. System income account in futare. 


Under entrusting order Kewufcundlend uailway ana 
Steauship services baceme part of proparty entrust by 
Grown to Ganedian Ratloneal. 


Witness aives purtievlars a8 to anirasiment of 
“gmkseouata to 0.N.k. and estimates burden ta GeNeie $160,006 
a Foar. 


Witness thinks development lines is nothing bat brangh 
line whieh is built to tap aatural resources of eountry 
and meke them available to commeroe of country. ays 
rarely would development line add te net ineome of system 
for many years. 
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Witness desoribes practice of O.N.R. in eonnection 


‘with econstructicn of development lines. Gays in 


future development lines reasonable portion sf eost 
ahould be borne by Government. This would be 

automatig safeguard against funded debt elimolag 
to unrealistic point. | 
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Joint cubmission of Provinees of Menitoba, Seeakateheren, 
aeuee ~ Crow's Nest Pass Rates on Grein and Grein 
Treducts.  . ; $y 


“itness - Dr, Ge. Be Britaell. - 


Sabmission states rates in question ere cuntractuel rates 
instituted and mainteined in fulfilment of the terns of « 
voluntery agreement between freely contreeting parties. 


“ubsission pointe out thet ander Crow's Nest Paes Acrcenant 
the ©.'.2, sgreed to iatreduee special reduetions in certain 
rates, These rates as reduced neve come to be known ag 
“Crow's Nest" rates. Chenzes sereed te by 6.2.8. as follows: 


{a) @ reduction in perpetuity of three cents per 
hundred pounds on grain and flour frem seointe 
on Canadian ‘aeific lines then existing ia the 
“est to Fert “illieam end pointe east thereof; 


(b) @ reduction in perpetuity of varying persentaces 

on i Goomodities from pointe on Csnedian 
: : 2 in exiatence in cagtern Canada 
te pointe on Canedian ‘aeifie lines then in 
eXistence in the jest. The specified someedities 
included gueh items as agrieultural implewents, all 
kinds of wire, irony mella end spikes, binder twine, 
rocfing end building paper, windew glass, paints end 
eile, snd furniture, ‘The reduetiows varied from 
10 te 33-1;3 per cent and were eomsonly of the 
former figure. 


Cn@ pert of Crow's Nest ‘ese Agreexent therefore provided 
Ser eseiatance for eonstruetionm for direet rail link: 
ee Valley enéd the transcoatinents1 Line 
OF She Geletla 


ecent concerned irelrie vrevinees 


other part of igreem : 
 trhegpen ged sad related to rate reductions on existing 
ines of railway rather then construction ef new Lines, 


the reductions on eagt<bound traffic were Limited to 
erein ani flour meving to Fert “Allies and beyené and 
were designed te imerove the coupetitive expert position 
of cegh staple of ‘yairle region and thas enecurage that 
type of efongmic sctivity without whieh the region ould 
uot heve developed, 


heductions on west~bound trefflie applied to certein 
commodities partleulerly egriealtural Lanlesentes and 
bullding suppiies, These reduetions involved éual 
purpos@ providing western settlers with cheaper cepitel 
equipment ond acguring thet maximum possible prepertion ef 
thie equipment should tbe suprlied by csstern Cenedien 
factories and carried vest over Canedien Kailways. 
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 Peplities.. hevertheless in igee as time eperoae 


(2) Construction of thia line would extitie then 
te a lergs lend subsidy indireetly from the 
Ppovinee of Dritich Columbia; 


(3) The line would provide on ellerail ink 
betesen their mein line and the Kootenay 
Fegien; and 


(4) it would thus be possible to forestall nerican— 
.s «@@onemle oecupation of that wealthy meree. | 


cubaiseion eontends es events develered through ell the 
first twenty yeare of Crow's Nest Agreenent, Conpeti tive 
agreements end voluntary redactions vreucht end held 
rellwey retes in ‘eastern Canada below Crow? s Hest eoiling. 


naan tS Sule at SAEt inereneer for Cenadian 
recogn an of Meldeo Awerd in U.S. 
2 ate ph wad In seme Order, 
ne achedule piaht retes (Peed663) 


th ate job “7 
Yew Grein Retes eateblished ‘ug, 12, 1916, above ‘Crow's 


Hest Agreement level. ©Cuspension of thie iereement thus 
first effected by Order in Council was ratified by Amendment 
to Rellway Jct im 1919 (See Gec. 32% LF) tes ee onaneusiah 

te eontinue for three years ~ July 7th, 1 


In period Jen. 1902 te Sug. 1918 eae effectively 
held down western Grain Rates on ky during short intervel 
from June. ist, 1912 te Be if, 1916. 


Suspension of Agreement in 1916 wee effected under 
authority of “ar Measures Act. Ynder clreunetences could not 
be regarded os boged on reieone? decizion thet terme of 
égrpeesent fully atconplished or terme no longer eae #h th 
® or 
expiration of suep sh. made every effart to 
heve Agreement abrognted entirely or at least to hewe 
suspensioa prolonged. 


in June 1522, the eliwey set of 1919 wes amended in regard 
to provision for suspension of Crew's fest sgreenent. 
“povided rates should he restere? on grein end flour es of 
July Gth, 1922, but suspension of ‘greesent re westbound © 
traffie ubewld continue te «uly i923 and for additions) 
year in eplalon of Geverner In Council. 


Finally varliement sabes renee.s ot amended Railway Aet to 
canal lena heat rates on oamsod 
evein end flour effective ely te, 1925, 


Bren poeta oF 1925 Terlisnent enested present See. 325 (5) 
end (6) of Sellwey Act whieh in effect msde extension 
compulseary for. gvain esd flour. im 1927, 3.k.o. specifieslly 
directed 0.2. and @1l other ralleays ‘md Just retes on erein 
ead flour from all westera points to fort “illiem to Crow's 
Weet level, “nme year Foard directed retes on grein and 
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flour through Paeific ports for expert be redueed te 
Crow's Nest level. 


Crow's Nest Pass structure ef rates have been extended 
gecgraphically sc fer an grain and flour are coneerned. But 
since 1925 hus censed to exist for commedities other than 


“ubaission contends Crow's Neat grain rates represent 
estublished national policy end alteration would be ruinous 
to wheategrowing areas. That these rates Coneti tute sne 
of basie conditions upon whieh western eericul ture) sconony 
estebliehed end dereleped enabling 1% te pley sart in 
economic life of veminien. Urgent national negessity for 
prometion settlegent and economie develooment induced 
Gevernment to enter Agreement. Kate conceeaion in 
agreement designed te evsist in reducing geographical barre 
ierbetween weet and world murkets. Considerationa 
effective then are aa velid teday. “xperiencex shows 
additional relevant clreumstances of insherent inetebility 
of sh economy so depended on vagaries of nature, 


te 


Sr, Britnell seys thet full answer te question "vhe pays 
the freight?" invelves great deel of eoupliceted analysis. 


oeye position of three previnees 7s thet zoet important 


effects of freient ratee are the imoortant ones 
to be considered by Cocaiesion, 


“itness says eat any point ef time price individuel grewer 
will reeeive. for wheet will teng te equel ypriee in 
overseas market lese freight and handling cherges neeeseary 
te get wheat te overseas merket. Turther he is eway fron 
market the more his net returns be reduced by freieht rater. 


“itness thinks inflation «as undoubtedly « consideration 
whieh lead Perliement in 1925 to eaneel Crow's Nest rates 
on products moving Feet. 


Vitaess does not think price controlled by lesigiation of 
1925 #hould be released from control] besause of relskation 
of price control efter wer, partly because nations1 

poliey involved and some other method of relief, if 
Gasirahle or required, should be found. 


Gees not think problem ef Crew's Nest Keates sheuld be 
elessed with problems arising from late war. 


“itaess cannot see any requireuent of relief te railways 
in tals satter. | 


“ays western farmer still needa protection of Crow's Nest 
hates, OChould be left with Cerliament te ohange, 
smergeney brought chance before and should be ek Left to 
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Perlionent te determine ot 8.2.0. Ferlieneat 


“ghould never loss contre] of ge Mtg yg Norte myst 
priee farmer peld fer wheat snd even if relleeyese seat is 


arent deal sore than they «re being paid. 


On question of Hgegg oe rellepye wlthess syas he ean 
epesk only for Sask, tut of course it wou]d be unresson~ 
able not te provide some relief should necessity be 


¢learly end unambiguously presented end meiateined. 


vould argue thet es railways resresent en esrect of nationa! 
ets and shoulé be regarded o¢ instruments of netiemal 
polley, ‘proper reiie? should eome through subsidy. 


citmase says tnrorteuce of rates to weatern econony such 
that ‘they deserve svecial treatuant. | 


Tainks ar Fal berye | cerrying: pertiouler 0% aod ty especially 
mounta of traffic, et mone | 
ates Govrrament anid subsidize. 


¥ es that at time agreement entered into wage 
not controlled with rune to individual rates. | 


“Ltnesr thins that even if rates hed. been uncar content of 
veel. te: tefy like S.%eSe in 1497 when 4 eT ee MOEN 
Government would still Aave oat in 7, yen re fixine af 
rete in pervetuity, bdeesuse thinke debates of perind 
indicate Government ef date gurlicientiy selzed ef 
impertenee of steble grain rates in vestern Caneds, 


If there hed beer e body constantly ehareed with seelug 
imiividuel retes were on reangoneble besie, witness thinks 
Government would bee arkeé for previeion of yernetaity 
becauce 8.7.7. do net lock on seapects of reasenebliity just 
in terma of econouie @isloeations of that particular eres. 


Witheee gare reesonnble rate would be ane thet provided a8 
adequate and prover return tw raliwey, che, 


ut see tine eoonomie eine upon as region of rates 
on grein. ar . 


enuea frou freiant rates witness thinks 

ber sup ehe ent een national treseury, if secessery, 
to mnintein rai lway feollities ef ecuntry, iooking «<t to 
rellveys se inatrunente of setlonal poliey. 


Thinks there is e aes a between grein retes and ether 
commodities, in terns of the importance of grein to entire 
egonony of Genedea both historically and at the present time. 


“tneee seys he would prefer te leave it to : Parlionent te 
deoide with Pecpest to arain retec because the whole western 
pee rie wae satties ander, as one of the basie undierlying 
ecouditions, the stable level of tre i yates gcuerenteed 
under : @ Neat ines agreement, taet is part of the 
esteblished sétlonal poliey BOW hoing imte ite S¥th year. 
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192344 Witness thinke = major reason why /erlianent should eontrel 
tetes from country elevator to Lakeheed terminal is thet 
there iz no ones for sovement of crain in thet area, 
ena thinks in teres of leteser overeli netionel pietere, 
Part am ‘better judge of what would be reasonable 


192356 peyote auye weotera provinees are prepered te suppert 
payeent Sshad hg naga provide reasonable return te 
piesa Cah lL eogmigence hes been texen of pesition 

ef rai vaya ee tnaevenate of national poiley. 


LGBKO “i tress a as a¢cuniag grain raten not contrelied hy statute 

te ang that egiglstion requires 87,0. before fixing retes 

139241 on grain to Lekehesd, to firat approve rate filed, weatern 

 prewiness would detinitely not gupports an appliestion to 

fix Chet oF aie oo 8 3 nee tater jaat end reeagousble for 

: ia, commodity, in accordante with 

Seeeesinied Grene Ryly of rete-naking, becewise whole of f 

weetern Comets cd unealaous age most er ee att wey 

bt i settle ELE 4a Pet ‘ea is eo as ee) Purlienent. 

S$tness suys western farner feqle * Just end prempee ; 
reesives an extremely legalistic interpretetion under the 
Ral lwey pot, und that *Juct and reasonable® le something 
whieh | nie eno is better a to bi Lasover in an evereil 

se ¢ tbanel, however exinent ite 


ser eee a pre as 


LORHEA Saye chides ohinelia agrece with prineiple of SsFeheiie and 
would net oblect to 5.7.0. eaasesuing the sort of normel 
rete fer purposes er sereuring the aubsldy. i 


19243 “Ctnege says weetern crovinees would not support legisletion 
te ‘whieh would emeble retes on crein soving to Pt. “Liliem 
192445 thet G14 wet ge export te be under 5.7.0. beeaase ef 
alfPfieulties ef yo piggy and beewase they would 
record it ae the thin oF the we 


19245 ¥itmens thimes if any breach iz meade in defenee of western 
fareer by renoving pert of the erein rete, he would believe 
bps it would not be very long before 0,.7.%. would be beex 

lebouring herd to rewore rest of it. Farmer would be sore 
 gonfident ir eete stetutory, but he is satisfied with ate tus 
CUO. 


19246. witness thinks if it ecul@ be proved retes on other traffic 
ere higher thes they need be en eogount of fixed ievel of =| 
grain petes te Ft, “Llliem, resedy 
meatiens] sebsidy te the me Phen ay 


®ae of a JOr objectives of Confederation was development 
and settle ment of “eetern Conede. 


19249 “itneas thinks it wee on besis of etutery éantier ef retes 
end the gecurance thet it geve «6 the beginning of the 
eettieuent vregess, thet geeky eneouraced and foatered 
egrieultaral development in sstern Canade ratoer than 
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19272 


19273 


L9ZT73A 


19276 


mere reduction of three cents per 200° pounds from the rate 
in existence in: 1897. 


“aye acreage in ceat devotes to arein reising ie stable end 
has been for cuite « number ef yeera. (reblems have shifted 
frou problems of expansion te prebleirss of conservation and 
consolidations 


‘itaess would not way thet gost of time weer controls 
mnerke=,. Thinke general situation ie true thet buyer ugusily 
in stay coe * position then seller. 


“Ltmess sayn tery definitely if freight sega on grain were 
doubled tt weak not weke buyer reise hie priee. 


itness does not know tr ever & tine khen faxvner doen not 
ony freight rete, but seys in Goeplete aellers merket his 
coate a being we to pase ony sid er #11 ef iateneNitie 
eos ® ineresse 


. rege Uebe Perser doea not raice 
wheat for export, therefore freight retes are not anywhere 
near game pert of hie totel cost; de net enter late his eet 
incomes in seme wey they de in Ganadea, Comperison again 
titisted by difference iat clireusstenees between ‘two countries. 


itness thiake grain retee before ed jucteent in 1697 were 
unrengonebly high. “ays he le going by fect varliement wade 
nevegment whieh reduced rates, Thinks this yaety good 
evidence rates teo high. 


ituese ways in 1950's grain rited at the Heat Level 
were unressonsbly hich from stendpoint ef the -eetera 
farmer, bat there are two ways of ge at reagonable from 
atend point oF leaving ferner enything G in teras ef the 
yrovertion of hke totel price of vhea Giiieh shay took, 
that was Galant tously high. From railway standpoint 
sernings tend to indlente they were not unreasonably high. 


“itness say Ceetern provineer ere not asking thet otatete 
be interfere# with in eny wey, terely that statutory rates 
thvoush in reeornition of netions) policy be lert ae 

they are? eet if eny ed festeents in ters of national 
polley hewe to be mede, then should be mede in way thet does 
not disturb grein rete in “estern Cenade. 


vitness seys position of Yeeternm provinces is thet you 
cacnot leek et pleture in tern af jet areia retes, tret 
since relleways were designed ‘ee ingtruneate of national 
eoliey you sennet take erain retes out of overall siehaeed 
vie ture. 


uy. Sinelelr for 2.%.8G saya he takes oppogite BSP are 
thet aetionsl policy shoulé not be Looked at, retes sheald 
be @eealt «ite on ordinary basis of value of service. 
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katehewen and 
Crow's Neat Pass Rated. 


Pers Xi - Joint oataiasion of Prfvinees of Manitoba, 
Alberta - Eeonemio san Gea ef 
vitness =< we. He Harries. | 


pry contends 4¢ ean be egreed that reibeay rate 
eon trol ‘unede hes been directed te the prescription 


' of eae ee 4 op etn, pel for ae - PORGANGDry 


THECBe 


‘would rad ps ‘tok game Griaent« 
Bx ~e mth beeause rate Sst.up colt wisest would be ina te 


other exrenses. Exeetly how vag mare than ee 
— for would be in exercige 6 

‘erreat there would be on the free novenent 
pp ® rete at a tertein level. 


bir, Sinelair for GeFsRs pays BT, . should deteraine era 
retes on technic end if netionel policy reculres 
BORE relief should te given, should be to producers and 
nos Pallweyas 


wr. “nelair says Gecete position is thet it is s matter 
for Yerlinment if » sqient of qoonosy requires special 
pesietence, snd that they shoal’ net aut ascistence at 
expense of either shippers of VHLIPAYSs 


-dtnens saya it is agreed 0.1.3. should aot be sede notional 
planning board. “ieniflesance cannot be everlooxed as fer 
as stetatory retes on grein concerned. | 


wbetewieon contends direct govornaent action eimed at 
iuplenenting breed ueticnal polleias ¢annet be clreunseri bed 
by the demand to have geements of thet policy detersined by 
an appointed tribunal unless it car te ecnelusively 
demonstrated thet in the eboencs of gues delegeticon the 
effieieney of the tribunei iteelf is seriously impeired. 


“yeiseton states end Orent retes in U.Ge were altered 

for very practleal ressons, HOt Oh ® conei@eratioa of 
principle, YPriemry reasok wer treat Congrean bellevec taey 
heé gerved their purpose, Other reasons were ever 
inereaning govermeent traffic, preetienl difficulties of 
determining lend grant raduetions, éieeriainetion ersated 
betreon different governaant eontracters and diserieainetiea 
ereated between differeat railwsys. These ressone good, 
end carfielest in U.S. tat heave no relevanee to 

Ceneéien eituation. Lend Grant pates Ray have served 
their purpeee in Deo. it seae ceamet be said of Sreowts 

¢ gat Rates, 
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Subpiesion, rots, out thet the necuned ty “for statutory 
aim ra % sgetrons, strouger todey than 
= originally ‘inplenonted. 


Vitness_ says arguaent thes the exiatence. of statutory: : 
Pates ullitates azainst the eateblighment of just eng 
reéksonable rates fer traffic other then thet whieh is 
bandied et the statutery level is Presised on tha - 
sscusotion thet grain retes uader the Vtetute dc net 

io Shenssivan provide » en stesifactory returm to the 
oerrier, if er gd a ane their way, on a reesonably 
ccupensatory basi a She feet thet they sre etetutory 
rg affeat et and reasonable Shereater of other 

re he 


“aye open question whether GY not stetutery ecrain rates 
Sey their way e | 


Saye aot eriticising faiiwaye' actions, Just subai tting 
thet there are ether rates besides Crow's Zest whieh do 
not eutomtios nilitate a Dpereantoge InePTestea and Sees act 
Pee gh Ae nee el G. inet and recacnable retena 
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Submiesion points out there are mtes to-day which 
move treffic at a charge below the level which pertained 
in 1097. Certain water and truek competitive retes are 
well below 1997 level. Grain rates fer from unigue. 


it is impossible to assume original rates were just 
and reasonable in absence of regulatory tribunal at thet | 


et 


Submits it hes been elleged that the Sleilerity in 
clreunstanees surrounding production of grain in veestern 
Cenada as compered with contiguous erees in U.S. makes it 
pertinent to examine end compere the grein retes which ere 
applicable in these two countries, 


Summary of Pert IT - Seonente Implications of Crow's 
Nest Pees Crein Setes, 


Witnesa thinks atatiatles will indleate thet proportion 
of total traffic in Western Cenade which ts made up of 
erein is setueliy decressing. 


Even in terms of volume does not think preia traffic baz 
developed as much ag expeeted in 1907, in view of fact 
there hes been settlement end then retrenchment, | 


! 


Thinks rates have not yet served their purpose, 


witness egress thet if these rates hed been ineressed 
seme a9 other rates (about 40%) would be eversge of about 
S¢ per bushel, pas train erop for export at 360 alllion 
bushelg would mean $15 million a year between both railways 
and with toeday's priee of 91.75 per bushel tote value of 
¢rop would be [525 million. Ineresse would be ebout “ of 
total value and if there are 250,000 to 500,000 farmers in 
Vestern Canada witness egrees inorense would sean 550 to 
o78 pes farmer, 


#itnese seys not far beck would heave been impossible to 
eet 75 from western ferm family es they €ld not heve it, 


cg ineresge of kiné just referred te would be too 
mush « : 


Statement by Yr. Sincdair of ¢.°.0%. ro Lend Crant Setes 
in Uses 


__ in Feply to Mr. overt witness seys Alberts agrees that 
BTC. should not be onde national pleaning boerd. 


Says Alberta took position in the industrial pleaning 
brie? thet inesmuch as rates in themselves have a plenning 
effect, 5.%.0, should take cognizance of thet fact. bet 
with wheat for instanee not te teke into account etl the 
factors one might if trying to set up a merketing polley. 
Thinks thet not pert of responsibility of &.7.¢, 
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Uiteeses in re xen te question from Dr. Innie seye he 

foes not think Be » could deel with the question of 

erein retes on the broed eetionel point of view such as 

to oe hes done and in patator ef witness will continue 
Ve 


BY» Yaerhe a, on behalf of Seskatchewen, seys at 
time seven Provinces made Srerice tien Se for appointment of 
this ar 1 Geomisaion position of ‘eakatehewan was thet 
there uld be attention given to dealing with 5.7.C. as 
auch ‘and the giving of 5,.7.C. auch easiatance ag would | 
assiet it, but ag to ite powers there wie no definite 
suggestion aa to amendment of existing legisletion, 


in weply to question of Chairman Mr. VeePherson sdnits 
brief of three “rovinees says thet the funetiona of 8.7.0. 
@o not include economic flanning and resouree development 
and daference is they went B.7.C. to remain thet BEz» 


wr. Yrewley, on behalf of alberta, says they are not 
eeking funetione of D.T.C. should ine lude econpomie planning 
and resource develorment aa such. 


Pitness utile in his opinion at seme time es they were 
developing rallwey network in Exstern Canada they were 
spending large sums on ennala ete., end thet Crow's Nest 
Agreement wee a sort of offset for thig, 


 ‘Phinke 2 6d Lev y wan going to go into bankruptey, 
then thet might ternizete Agreement. 


Witness saya rete on ecuned gooda higher in 1997, 


In Snel Foon bam oh of Dr. Ianie witmess enya thinks 
CaP si, show under oriveate ownership. 


Witness eduite | rece lis evidences of tr, Armatrong 
before thig Commiasion é@ealing with reduetion in erain 
retes tn U.i. and equivalent Srop in Ghieago Perket, Thet 
wae in 1929, Says he remembers reduction in Western 
Canedien grein retes in 1082, 


the Cheireean seye freight retes went down «nf then 
price of wheet went doen. There sey have been other 
ppg of *ourse,. id ere not exe Luding them from our 
mind@e 


Mr, Sincisir, on behalf of C.P.i., gf trend of 
serket weg apward from low soint on fume loth, 1922, end 
then/rates reduced there wee drop in market, suggests 
thet sfter drop trend upeerde arxin aeserte? iteclf, 
Suggests to witness thet shows buyer hee not reversed trend 
of serket, but bee taken sdventape of re@ueed freight 
rates on grein to Port “tllies, 
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is not agree, 
Mr, icine | Stiggests to + gp buyers take adventeg: 
of ® cp veto, and thet benefit of lower rates foes aot 
go to farmers. “itness @oes not seree. 


Mr, Simeleir aeys by theory is thet the trensportetic! 


vitness gaya foes at know, would heve to s question. 
but ofthe : : * tudy + 


charges are entirely peda by purehesers of wheat oversens. 


ky, Ginéleir says lbesl rates on grain in Vestern 
Conada were not Peiged in 214 ease or 206 case even 
B,7.C,. hes Juriadtetion over them. ®4lwe ; tried to heave 
them raiged but 2.7.0. took pouwltion that if they were 
Heat levels would ereate too PO & bc ia 2 mM Crow's 
@ 


aiuete inited titted es to Alberta’s poaltion 
esauning Crow’ a Neat sates ¢o not pay cost of movement and 
something to eonstant ris pow “4$negs thinks would 
ive te Look et them over period of time before reaching 
cont lusion. 


witness stetes that in a general position of Yestern 
Yrovinees iq thet retes ghey be compenge tory. 


Says grain retes should be left with ‘erifement bee 
ouuse aitterent proyosition than other eomeodities, Grain 
rates are part of national ‘poliey ond effeot Vestern 
Canada to adich gi@ater extent than do eonl rotes, for 
iastance. 


> tind bite for C,> ‘0. asks witness how Yeetern 
terner  honil be harned if B.7.c,. on established princi io 
? rate-meking fixed just end Peneciante rates fox xe 
ane fnomers, if they needed assiatence, secured it ft 
Dominion Goverunent, “itness replies that it is Sh ge & 


matter of whet iv involved in Mr. Sincleir's eoncept of 


suet ~ ha ad hg ble. Does not know how eastern farmer | 
would be Veatern Texrmer like C.).%. moy not like 


aubetdies - "they might be bernful, 


Statement at wr, BE. Moffat on behalf of Province of 
Menltoba. — 


) witness a » ReEs Fort et. * 


| Stetenent refers to Purt IT of prier ef three Preirie 
Provinces: where states: * 


“Stabliity ef Sennavartation coats at the lowest 
osdiis level iz absolutely essential to the survivel of 
the wheet economy, ‘This at one and the seme time imposes 
the necesadty for the continuntion cf Crow's Nest Crain 
fates and for the protection of their integrity by 
Stetute. The continued ebllity of the Preirie “rovinees te 
play thelr pert in the Canadian economy is dependent upon 
the prosperity of the wheat producers, Stable grain retes 
et @ minimum cost ere essential to that prosperity.” 
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atry : 
thet it is almost inconceivable that engrese ether than 
elected representatives of Parliament should be given 
eutnority of dealing with it. | 


Stetes contention of ©.P.a, thet a rete oateblished in 
i697 is prime facile unressoneble to-day overlooks two 
fundementeal issues, They assume rete in 1897 wes proper, 
but it d@ quite poeeible it was teo high, Suggests mere 
fact that railway willing to institute rate at thet time is 
prime fecle croof thet by yreeens etendaréa it wae too high, 
Conteation thet rate eatablished in 1697 1a erime: faele 
unretsonuable to-day everlooks the changes in traffic 
conditions and operating effielenecy in past fifty yveurs. 


rie - a Eyed , 
art FS ae TORE ae Bee ae ae 


subaigsion of Menitobe fool Mlevaters, seskntohewen 
Co-operative Predueers and Alberta wheat Yool, 


Counsel ~ ir. 2.0. Milliken, ™.c¢. 
Witness ~ Mr. John BR. Sesaon, 


“itness seys he would net ilke te state enormous emount 
of money thet must anve been collected by C.>.H,. in sales 
of jands which eost them nothing to eequire in first plese, 
They atili have continuous revenue for years to come in ail 
those @reag where they still own cil and mineral rights, 


‘itness in his stetement points out that upon re- 
inatatement of the Crow's Nest Pegs Kates in their entirety, 
July i 4924, the hina Me Reig erie ne, oer the 
bosition that the agreemeat only applied to shipping codnts 
whieh were in existence in 1407. It secordingly ignored 
moximum set by the agreement insofar as all other pointe 
were ¢oneerned. The divgeriminetion end ceafuslen thus 
created brought about epperia to the 5.7.0. and the Govern- 
ment elike. 8,7,.0. held that the provisions of the igrec- 
ment had been overridden by the dullway Aet and it, there- 
fore, restoreé the rates in exietence prior to July 7th, 
ig24, whieh on west bound freight were at a level higher 
than meximum set by the Agreement, 


The Boaré's decialon was reversed by the Supreme Court | 


of Canede which heid thet the Crow's Nest Agreement wes 
binding on the Gaiiroad and the Rallway Commissioners, but 
only applieé to shipping points in existence in 1a97, 
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) Yorliament in 1925 intervene? by gps og ef 
ite ot tions unier the Agreement with regera to eli 
coumenee om abipy From seatern Cane de to the eons There 
commodities, At oane time Parlienent not only refused to 
velleve Hellway of ite ebligetions with regerd te grein end 
flour tates, out genetes thet they should apply to ar 


the 7: lading of & eres Som’ 
investigate question of Grow's Neat Pass Rates. Printings 
ef thet form! thee in ¢ créer-in-touneiL Jene Sth, 1928, in 
pert ee followare 


“rhe Comeltitee are further of the epiaion thet 

&@ the predvetion ead expert of efain end are 
forma one of the ehief aaseta of the Bos 

and in order to ed gana @ the further Sevelopment 
of the ¢reat | ne “rovinees of the Vest 
on whieh fevelomment th the future of Geneda in 

les epends, it ie desirable thet the 
eu KL , cost of the tre neaportrtion of these 

eke should be deteruine? and known, and, 


therefore, eve of opinion thet the ose Lantana 
eetedliehed for retes on grein ané flour as et 
hoists in foree under the Crew's “eat Mae 
unpeme r & should not be exeeoded ,* 


Ste Pi eoatends that | rpcirie - ‘wovineesa alone of 
#ii Comede heve no oompetitive relief. 


Jaye “stern producers are Still at eerey of trang- 
parte tlon companion, RETO for ne protection of Crow's 
heat Agreormat. 7 


Witaeses guya ¢#eignt on grain hoe sever borne any 
Fein tiongnly to ite enrxet price, that ie cerket price bes 
never fitted intesIf te any variation of shange or other 
wise of freight pald oy farmer, 


setercing te GcPel.ta contention thet if sexier set 
by @greeseat ghould ever prove inetequste to retura Company 
widoges Sey teen oi other shippers must meke up deficierey, 
witsess se ae ony acpiicntion based on thet contention mould 


not be eonal m until nee otnar aouneee of revenue beve 


JLtness subalta thet benefite under Agreement are 
beyond purview of babel we been use andere tlwey pers they sould 
not Ge taken inte consideration in deterining re tee. 
Vestenn grein yates whied eee definiteiy tied to trose 
benefits must therefore continue to be dealt with by 
Verliament on aational poliey AOVGle ! 


“iqueas save reliweys are teeing reourring demands for 
We ge ‘and tedery inerecses end shorter sours. Ha mag te dite 
they have net seen f1% te veslet. Yhe reeul t beg pees a 
divergenes betwees rallwey wege level asd general Sen 
ieWei of Prairies whieh tes becond inereesingly burdensome 
te farmer tarough inerecees in freight retes on conser 
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wants too mugh, more the 


Subitted thet rellway wege level should be fairly 


“‘pelated to that of these who pey the freight. There is 


a duty upon reilways to see that thet relation maintained, 
Vestern farmer ie not satisfied thet this duty hes been 
fulfilled. et wege ineresses heve been made the basis 
of appliestions to 5.7.¢. for ineresse in retes, C.Peils 
now contends that point baa been renehed where 1% must be 
released from ite obligetion under Crow's Nest as last 
remining avenue of reilef. Submitted thet before such 
courge of ection even contemplated lellways ahould re- 
exenine their wage and salary structure, 


“itness's stetesent contends thet because Yesterna 
faraer is farther from world markets than his competitors 
sore of Bia selling price is absorbed in freight. Ne buys 
on the beel«s of coat slug freteht and selis om « basis of 
world prices lees freight. | | 


tubmitted thet while Agreement techricelly between 
Government and C.P.u. it was reelly an Agreement upon 
which settlers of Prairies relied a¢ en inducement to 
pullé Western economy, Ucnade end Kallroad aust keep 


faith with these people. 


witness seys Yestern farsers Ao not went even Farlia~ 
ment to temper with Crow's Hest Kates. | 


“itnews thinks VYestern feracre would prefer to meke 
their applicetion and put ease before Perilamentery 
Committee, with understanding of economic problems of: 
“est rather than. put their cege before 5.7.C. who would 
ohly coneider en equity of freight retes apart altegether 
from orinei ple of Agreement. 


“itness anys Sestern farvers believe in colleotive 
bergeining, fi ! : 


Sepa formers in “ewt take view that if there is going 
to be balenced ecenomy relieey employees should not 
eontinue to want more thes. ctler classes of people in this 
country, not only fermers but other people as well. 


Witness saya if it sones to anestion where le bour 
more than the economy sould stand, thinks 
ehoulé be let strike for « while ané see whet happens, 


Witness edeite thet C.>.4u. befere Tearmerge' Creditors 
Arrangement Act volunteriiy weived sums of money funning 
+o millions of dollers. 

gaye CaPelis 


Ke. Sinoleir, on beholf of C.P.2.,/recelved not only 
guerfeee yighta but sineral rights to lends es well. 
“hen fixeat contracts made sciling lands there were no 
reservations, mineral rights net reserved te Company. Leter 
they bad reservation on coel ené petroleum and ther 


mand then all 
ninsvale as desmed only mineral worth while in some section 
wee sonal, 
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ir. Ginolair for ¢.P.it. referring to page 19361 
of transcript and orief of three proviness at page 
27 dealing with certain water and truck competitive 
rates which they said for exawple, are well below 
their 1899 level, seya C,isit, has gone to Sei oSs 
and found earilest tranacontinental tariff they 
heve was effective in 1704, Can find no instances 
and C.P.8. tariff offieers heve again iusiructed 
that there no iastanges to support statement aade 
in brief thet they know of or heve been able to 
find t© support Mr. Harries! statement. 


ty. Shepard for Kanitoba says as fur aa that province 
is soncerned statement under discussion eculd have 
been re-written thie way: “Certain eommodities 

today eoving at water and truck competitive rates, for 
@xample, are moving at rates well below the rates 

on those eoomodities in 1697." 


Mie. Ginclair for C.i.R. reads from Western Kate Cupe 
1918 ehapter 7 where statement in part as follows: 


"It shoulda, however, be borne in mind that 
while water competition is urged as being a 
reason for a low-rate standerd in the cast, 
the woter rate, with resultant low freight, has 

probably pleyed «a erester pert than any other 
factor in the grosperity of the Heat. The additions 
to water facilities whieh from tlase te time have 
been wade are largely demanded by the necessities 
of providing the cheapest and quickest outlet 

for the ever-increasing produgtionsa of Nesters 
Vanada. This efforde »ut an sdditicaal instance 
of the fact that the interests of jastern end 
Westers Canada are olosely interwoven, and that 
an enforced lower rate structure in the sast is 
not as much productive of injury to the sest as 
hes been claimed.” 


When asked by Mr. Sinclair aow seatern farmer would 
be nermed if 4.7.0. on established yrincigles of 
rate~making fixed Just end reasonable rates for 

erein end farmers secured assistance if necesa ry 
from Docinion Government, witness saya on thai basis 
would be eospletely dissounting Grow's Nest agreement. 


Witness says Sestern farmer eonsidera vrow's seat 
Agreement a deal between & Gonpany and 4 govVsraaent 
to do certain thines for which the eoupany received 
eertair concessions. If orineiple of agreement 
departed from then, pecple in west want te know why 
0... Shoald sontinue to rateain all the concessions 
meade tc them, #11 the revenues they have received 
through the years through these coneessions and 

may continue to reesive for many years to come. 
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Witness says supvosing compensatory features of 
question were being considered and the O.P.8. were 
leasing money in sovine grain, then western farsers 
believe an agreement is en agreement, and inasmuch 
as there has been such a development of C.P.A. 
through ali. last forty years, with lis subsidiaries, 
Steamship lines, hotels, projects im 5.C., Trail 
meLiers and all other remificationa G.P.. hes 
ail over the world and they say that this question 
should net be approached until suek tine as all 
other evenues are used to take eure of the entire 
operation of tie sempany. Then if 0.%.H. can come 
te Government end say Compeny as a whele is in- 
solvent, witness tuinks prairie farmers would be 
prepared to look at question - net before. 


witness says if subsidy seeessary it should be paid 
GO Usleh. BOG to srain growers. . 


Witness ie asked if it would be fair to ask farmer 
on poor lend in Onterio to pay Ble propertion ef 
the difference assusing thet Grewts Neosat ketes 

not paying their proportion ef transportation sests 
4nd 88 5 Pesuli other rates are higher than they 
should be,. Witness replies that if assumption true, 
whieh he does not admit, it is anfeir, 


Witness says he speaka for 756,000 people io testern 
Vanada. 


Thinks farmers in Vest generally share his view. 

“hey dG@ not believe railway eaployees entitled to 
more income than any other serment of economy. While 
they do not object to cellestive barzaining, shey 
think raliway exployees should ve fair and when they 
get arrogent and want toomach ~ if it cannot be 
Setcled, let them strike and ecool off. 


With reference to evidence given by wr. Beiiy 
representing ¢ertala reallwey employees and unjens 

that rellway eapleyees would never be satisfied 

until they achieved parity with U.S. railway — 
eaployees and their demands would be pressed until 
Ghat tine, witness thinks this fe wrong and thers 

ean b@ HO Gomparison between economy of United States 
and that of Ganada. Nor would ae agree with position 
of fullway eaployses indicated by quotation from 

lr. Justice Cameron's report of Conelliation Beard 
in 1946. In this report it wea stated that it was 
deolared purpose te seaure and maintain differential 


in favour railway workers, 
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Mr. OfPonnel] for C.N.A. says there are two 
eonelliation bezrds now sitting. Gsanunot say whether 
demania would give Canadian railway workers parity 
with U.8. workers, but demands would totel about $74 
or 975 sillios per annum. 


Witness seys his owr epinien is thet reilways would 
get unenimous support from fermere of Yestern 
Canada end all sonsumere in towns and villares if 
Fallways were to go slong with suggestion thet 
inoreases should be resisted even at risk of tying 
ap rallweys. 


Witness thinks 1t would be intolerable if further 
increase to extent of £74 willion a yeor ia given 
to rallway employesa. 


Witness saya gap is already too erent between wages 
of fermer and taose whom he employs and these whe 
are operating railways. 


Helterates belief in collective baresining but does 
hot Yeleive in soneeding to unreasonable recuesta. 
iz faced with thet situation ecllestive barecaining 
will e-ntinue en@ firelly reach eonslusion satisfac- 
tery to both railways and exuployees. ust be kept 
in ming if wores continue te increase freicht 

rates eill continue to inerease and every other 
Segment of economy must pay. This is unsound, 
unfair and wrone and must be resisted te the full. 


Subsissicn of United Crain Grewers Liaited 
Sitness: The Non. ¢. 5. Srownlee 


Submission states thet United Grain Growers sre 
appearing to eppese prepesal of G.F.. that Com 
wission recommend agandments to deilway Act which 
would do eway with Crowtsa Neat rates and thug 
place 411 grain rates under &.T.d. 


Vontends no thange fron oresent statutery sontrel 
of export crain rates ie possible without throw, 
whele question inte arene of Parlisment for deeistion. 


itheut Parliamentary eontrol over erain rates 
farmers would freee S aatcae eof So Stantiel inereases 
in grain rates based primerily on alleced everail 
need of wailiwuys fer ereater revenue. 


Sabmissicn points out eost of trangportaticon to 
lakehead is entirely borne by produser. He must 
absorb thet cost in order to sell Kis «rain on 
the basis of export prises at that point. 


'h@ economy of the irailrie Provinces is built 
prisarily upon the production of grain for expert. 
Submiesion of United Grain Growers rests on this 
basie feat. 
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Gentenda Little export of osts, barley, rye and 
flax, wheat thus directly the foundations ef econony 
of Yest. Has also contributed greatis te econeay 
of lJanada as a whole. 


Western ineose is extremely variable. Low prices 
during depreasion years affeet it sore than reset 

of economy, while extreme climetic variations bring 
abcut aliternete periods of good and poor crops. 


In 1903 when Soard of Sailway Coamisatonere first 
established it wes emphasized thas freight « 

rates on erain which hed some under Parlismentery 
a iy Mgt deliberately exaluded froae juriladiotioa 
& Bie 


Ehen rates suspended in 1919 te meet tenporsery 
anergency arising from wor it was crovided that the 
suspension was for three years oaly. 


National Polley re erein rates was onee more eonfirnea 
and strengthened by further asenmiment te sallway Aet 
in 1925, which hae since stood unchanged. 


Gontends national etn iay on erain rates definitely 

established. This was done te develop Prairies and 

geetatsee by Vast sontribution of West to evonony of 
AC Qs 


Witness thinks in sajerity of cases principle of 
‘what the treffic will bear" provides protection 
against exeeesive railway retee. Export crain 
rates tc lekehesad and raeific Const exeention. 


Vuntends sestern grain must sove te export pointe 
almost reserdless of rates. 


western farmer finds no pretesticn in princsivle of 
“whet the treffie will bear. 


Gonsiders U.F.K. still bound by agreement of 1897. 


Witness polnts out depressi: % OF the 350%a remains 
viviciy in menory of Sesatern farmerag. if during that 
period farmers had also to contend with hisher freight 
rates wany of then would have been driven frox the 
lent er much greater perventuge of their dabte 


‘would Heve bad te be written eff. 


Witness aays if incidence on producers with respect 
to export rates on | eruin, ther ineyvense would gon- 
stltuse a direct levy. ‘here ig zo Pact better 
Known to Western fermere than freicht rate on grain 
fron bie shippine point. Ne paraliel existe re 

any other freient rate. 


te out export ereln retes under 5.7.0. would leave 
Vestern fermer defenceless «feinst deannds for 
higher rates. 
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Useless for Western farmer to plead for a sationel 
acricultural policy before 0.720. if varliament. 
abandoned ite long ecatinwed national policy in 
that respest. 


Be?.C, is bedy charged with edmioietering, sot 
framing, matianal poiicy. 


@itness points out when existing grsin rates first 
made effective in 1699 wieat was 70, per bushel, 

but there is not evidenve et all that these rates 
were just and reasonable at that time or in relation 
jo thet price. a i 3 | . 


Gontends freight rates on greiu keve sot vcen 
related even approximately by prices of grain 
woigh wary greatly. 


Witness subsite clrcusstanees in U,o. not comparable 
to to0se in Canada ond sets oub reasons. : 

In suncerising submits contiaued parliamentary 
control of export grain rates to lakehesd and Pacific 
Joust mecessery. .\hent growling imcustry vulserable 
40 world coudiijioms beyond Canadien owntrol. Grain 
rates in queation are direct levy upon farmer which 
AG eannot pass on. Development of grain industry 

in West has been matter of national policy. ‘o 

put rates undsr Boiled. would be to prevent their 
regulation aesording to principles of aeticual 
polley, which Aes bean the basis of development of 
yanada for 50 years. 32 


witness says present statutory regulation ef grain 
has o.nsistently been purt and surce) ef Dominion 
policy with respeet to lend settlement and development 
and promotion of agriculiare in “eat. | 


Kitness compares M.P.K.A. and Crow's Nest Pasa Act. 


Witness gages whole atructure of grain iadustry 
in “Vest built ap on sriaciple thet the faraer 
must get grain <j als ewn expenuc to lakehead 
or Pacific. | 


Witness says farther farmer is fron poiat of 
delivery tae higher his freighs rate. 


Witness gaya inerease ia freignt rete would not 
jmeregase crice of graine 


fhinks that unless some wider change in freight 
structure than one sisply leeal to one producing 
eountry, inerease in rates would have no effect 
on prices of wueat. 
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Witness says so far as earrisce of grain in Ganada 
ia congerned freight rate paid by shipper. in his 

inion Canedien farmer interested up to point of 
his delivery and there aay be ether factors entering 
inte question of freight from there on. 


witness gaya there was nO evidenee of any relationship 
whatever between prices of grain and the rates 
@atablished in 1897. 


Witness gives bis views on question raised by Gom- 
missioner Augus on inflation as being in the ainds 
of the people wie enacted Crow's Nest statute in 
1697. ‘thinks where a geverament tas to wrestle 
with problem of inflation and has to deal with 
éifferent feetors such as agrieultural prices, it 
should alee have coutre]l of freight rates. Thinks - 
farmer has siready entered period of defletien. 


witness is saked to comnen 
ia U.3. in 1929 and in Canada in 1922. oes not 
think deaerease in rates responsible. Thisks decline 
merely followed course of merket. 


Witness agrees one of fears of Western farmer ia 
that if the rates are pleeed under jurisdiction 
of 4.7.0. agriculture in sest would be subjected 
to restricted view. 


Dees mot think his view and that of people he 

apease for iufluenesd by apparent monopoly of 0.2... 
over large area. ‘hinks qusstion wider teday. You 
cannot point to one tring and say that is the govern- 
ing facter in attitude of deatern farmer today. 


says position of United Grain Grower is that the 
fates should stay under eontrol of Parliament as 

part of Crow's Hest arrangement and having said that 
they have. to be prepared to accept the judement of 
Perliament at any tise with respeet to the agreement. 


jitness is net prepared to go so far as to aay 

ratea thesaseives whies were part of Crow's Nest 
AZESesent should never be disturbed. Case of United 
Grain Growers resis o4 fact agreement wade. Fresunes 
any agreement can be shanged. Sut says control aust 
reat with Parluiment and must be iefi to judgement 

of Yurllament to decide whether «t+ any future time 
aud to what extent they micat see tasir way to 
relieve the company ef some of the terms of the 
Crow's Nest Agreement for ao short time er « loager 
tine. 


bs a =“ wu 


‘as te oe 
oe Pe ovest hae ateea ei 


oitavay ‘pt GA JaemataVeE, 


ee alae “pealeet ts 
wilde Ded +e tO doy Radi 


ace nites ay ak ay dm: 
PG Rahs sh Na ined ioniens. @ 
pom ea oe 


ie 


ia itn hae Ae wink: te 2 aoe 


Mi tOLOREtC) Behav Baaaky : ‘ee 
fico a4 Be ae sal 8) So Heer mahees 
‘eal: glaeed in dons per wody Rotors : . . RRERL 
pa bao FO oma daa knae ed | ork exe oe 
al pes toh in’ fitaddaowy wtb 4 
ered aad el teit yes Bae caked sme ar es | 
eehos OT ane: saad vd Pedal ars 
aay ‘cans wit how dns pind Seite ta, sg PER Bars 
3 ee dab feet ey pty ect hay Yate. p art met ; 
Oo flee pated Bas ‘ted eee Geo, ete See Leg 
So davaubs! odd cqpoge.ot Bergen S44 88 Gi Bree + ene 
thi ae ot vEgres aE tm: 
eae oe ae 2% wi eh ba merch | Miata teaana Si BREE 
go eleurro to tag win codiw gevdon | vom 


PP eis ‘papu. 4 at eodg ha ta Meroe hy orbs t gsanan SR. 

HOTS | Libis FhataNSs a TO? wo Uv we% ee ae aga i 

wD Ikrson wes Suk ” bemaasite ke aad or 4 

rm, ad. od PTO L etl vps go Poaeapensoes “ Figen © 

Sik tawde syn Pale yaad oP Lowe « dsr Eis. RO nies.. 
ay Yow 7 afi ‘whe a Fine ee pest ath tee Pie ase Bia 
Ott 26 Keee Bie “Ie bok Te yomiate. ‘eld aration , 

Pope! « a0 amkh Piode es io aa ican caine: ale 


7 


ers 


1960) 


19604 


19000 


19607 


L961L9 


1gell 


L9ele2 


19613 


Witness says fsrlioment is charged with welfare 

of people of Canada. if matter of extreme national 
@mergency arose would presume that interests of 
gountry «3 a whole would outweigh laterasts 

of a part, and for time being might relieve Company 
of ites obligations. 


Mir. O'bennell for 0..k. reads para.2 of General 
Order 448 of B.T.0. as followa: 


fe Hoard orders as followa, nacely: 
(2) ‘that the rates on grain and flour from 
prairie points to Vancouver and Frines supsrt 
for saport shell be on the same basis a3 the 
rates to Fors} Siliiam, but in sompatins such 
rates, the distance from Calgary to ¥ancouver 
tia t.@ Ganadian Paeific Hallway ahall be assumed 
to be the same as from cdmonton to Vancouver 

livia Ganedian Kational Hoilways, namely 766 miles". 


Witness does aot think it possisie to give necessary 


diseretion to B8.T.S4 $o deal wita “estera grain 


rates, Ravine regerd to the istersats of agriculture 
gencrally. 


Dees aot think grain rates should necessarily be 
inereasead if other rates ore inereased. 


«itness says as far ag studies of United Graia 
Crowers have gone there is sot need for investigation 
into eompensatery agture ef grain rates today. 


Witness adwiis be nad never sousidered point that 
in so far ag westward route is sonesrned, action 

to apply Grow's beat rates was taken by 5.7.6. 

not by varliament, and apperently 5.7.0. would have 
@eme jurisdiction today, to undo that or change it 
in soma way or other. 


The Gheirman supposes if follows thet as rates were 
extended westward by erder of the Hoard, tien a 
sinilary order might put an end to tiset extension at 
any time, so to certain eatent rates are sow under 
jurisdietion of 5.7.0. 


Wr. Sinclair for ¢.P.H. says 8.0, takes position 
that they are wheat pert and should save wheat 

in position there to ottraet ocean shipping end if 
they dc sot have same rates westbound toe Pacific 
ports aa eastbound to water they are being unjustly 
diseriainsted ageinat. 


in veply te gusstion by Commissioner sngus witness 
seys: 

if extreme emergency arose would leave it to 
Parliament te say wiether 14 wlil deai witn rates 
directly throuch » coamittee or ask 6.7.0. to sake 
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investigation. ‘Taking this into account witness 
will not say that if crow's Mest rates were iagreased 
at amy one time, the other rates waieh had been 

jast and reasonable before because they gave railways 
sufficient revenue would cease to be just and 
resaconable beceuse they would give railways too 

much revenue, so that any avtion taken by Parliament 
might have te be followed by a Fate revision of 

other types. Fuarliesent only dealing with one 

part of picture and to complete transaction might 
have to heve some action by B.T.C. as well. 


Witness says United Grain Growers would 20% be 
satisfied to have movement of grain governed according 
to the lines in the document whieh was originally 
signed. Says they would argue that Parliament, «8 

it tas @ right to do hao amended Agreement, and that 
Seresment stands as it is today. 


it ie suggested to the witness thet slace Ganedian 
production of wheat available for sale on world 
market represents substantial portion of total 
available on world market, that 1% would be possible 
for ivnereases in cost of production i.e. freight 
rates, to be passed on to ultimate sonsumer over 
period of four or five years. Witness agrees that 
canadien bleek of wke«t sas an effect on world price, 
i.e. it playa ite part, but goes on to say thus 
Canada cannot fores up ite price over four or five 
years without heaving repercussious. 


vitness is questioned about deeiine in Guicaro 

wheat market in May, 1929 and says you cannes point 

to any particular day and say that because of something 
that was Goue with respect to freight rates that it 
affected the price on that dey because there was 

@ steady decline there through the sonth. 


Witness says weutern farmer wants @ square éeal and 
that go far av freight retes ere concerced, he 

has built up his eseonomy oa the basis of reasonable 
and fair rates to nim protected by Parilament and 
he wents those and if the impact should rest here 
or tho.e, he wants Pariiement to be the body %o 

gay that and provide the anawer. 

Witness edeits western farmer wants Sis rates on 
grain fixed on a different basis and to lavolvse 
d@ifferent principles than are other rates in Canadas 


Dees not think railways should necessarily bear the 
burden. Says raliways have a right te go to Vvarliamen! 
if they feel they are losing money and farmer is 
prepared to rest his case with the Severnacat and 
abide vy thelr decision. 
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Mr. O'Uonnell for ¢.N.R. refera to Ceneral Freight 
Hates Lavestigation Heport 1925 at page 205, which 
eonteins explanation of assumed ulleage of Canadian 
Paeifie fran gees to Yaneoaver (766 miles or the 
Same as 0.N.R. mileage from Sdmontex: to Vancouver). 
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See, far, 
Submission ef Alberta Federation of Agriculture 
Witness - ir. Soy ©. Harier 


Witness says marketing problem of the prairie 
produger cannot be considered a purely seoticnal 
metter but ia rather one of traly national coneern. 


Thinks western fermer feels that meny members of 
perliement representing all ereas of Vanada, because 
of their intimate knowledge of sonditions are in 
a better position to be trusted with responsibility 
of Grow's Nest Agreement then are 5.7.0. 


Witness submite it is evident thet both parties 
to Growts Heat Aereement realized thet future gains 
were such that “estern producers sould have pro- 
testion with regard to rates in the shipment of 
grains and weatward movement of manufactured @s- 
gentials and that Sastern sanufacturers should be 
sroteated or assiated in placitaug their goods in 


Western Canada. . 

Subsite that if Growls Hest Agreement found 
untenable by ©. ?. &. then if should be recon- 
sidered on the basie of reverting back to the Govern- 
aent tae asacts which were turned over to tae railways 
ab different times, both in regard to the main and 
Grow'ts Heat lines. Government then might findit 
in best interest of Garada to subsidize certain or 
eil traffie over certain areas between Sastern and 
Western Janada. ) 


Subeission points out thst the aafezuerds pro- 
vided by tue Crow's Nest Agreement ere equally 
necessary te-dey and that it would bs 5 breach of 
faitu on part of &, F. #. to now aek thet Agreement 
be tupmirated, ould be just «a logieal for Oovers- 
ment $0 ask for retaurn of lands and 411 rigatsa t2at 
go with them as it is for rallwey to ask to be Feo 
leased from covenent re Crowts Hest Acreemant.- 


Unslterably opposed to any move whieh will 
¢panater the responsibility ef satabliesing tiese 
rates from the statutory position to that of 5. T. ©. 


Thinks weatern ¢raina--whest and coarse araina-- 
are of sueh national importance thet grain rates are 
net @ goneeasion to Genada ag a whole. 


Considers that the malatenance of the C. fs Ke 
on a Bound and serviceable position isa of national 
importance. 


Does not think aaythiag could be done thet would 
place B. T, C. in as good a position te deal witha 
Cows Rest Rates on a basis of the cational interest 
as leaving them with Parliament. 
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Witness seys gricinal agreement provided for 
rates Gh Other articies. seys for instanes on 
fara machinery £6 should be restored. 


When a@aked if rete restored on farm machinery 
should G. P, Ss. sise be put im the position that 
it only epplies to lines Tor which the agreement 
originally provided, witness replies that Farlia~ 
ment is in Steet positien to deaida what is in beat 
interest of eeonomy of Canada in reserd te rates 
on weatern grain. 


‘Tha Ghairmean gommenting on etatement by 
Gr. Gpenes for 0. Pr. Ks re jurlediotion of 5. 7. G. 
says that if Board's juriadicticos is asbroai as 
ali that, there would have been oo necessity of 
enueting ©. 7. Re As 


Chairman says there must be eleserer definition 
ef Sust end reascnable rates. 


Chaireaan saya it is important for Commission 
to know just what C. FP. H. intends, if they sue- 
eeed in having Act ro Crow's Nest ghanged. 


Chairman gaye he thiaka that before they slese 
they should have = vary ¢lear statesent froa 
G. Y, &. a8 to whet they really intend the juris- 
@iotion of B&B. T. G. to ba, OF Gugit to be, in 
reapeet to Crow's Nest rates if Set ef Parliamen’ 
were repealed and jurisdiction givem to 5. T. G. 
beenuse it seema to Rim tasy are putting tas case 
before the Rearing for the first time. 


ur. Spence for ¢. #, HM. in anawer to Chairman 
eaeite thet view of raliser is that vates aust el1- 
ways be goupensatory. 


Me. MaePherson for Province of Seskatchewan 
states that the concluding words in the reportoft 
1896 of Birsetora of CO. P. &. t6 sharcholiders 
read as follows:~< 


“Sng interests of the scuntry «% large 
are 8G Muck soncerned in tus quesiiea of 
a Urowts Host Pass Acilway, that your di- 
vectors confidently expect reasonable ag- 
sistance at tne bands of the Dominion 
Sovernnent.* 
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+e po gece of Cities and Ghambers of Commerce 
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_— affect ob ite er, ao Of the grain rates aust, 
es naboaiie sig ba ‘haste teak hte and losedicis On 
caiseeee ‘sta “ae reat teit ines vioela nake nee 
selve 3 iy fe ay should make repre- 
fon eo ds Seaton ‘and Solna in ve avalnst 
proposals ngeannh 26, grain rates. ct 


19735 ays tiat fundamental esha Be" taken 


wit [ 

in the subaiseadon Le that the Agreement and Jiatbate 
of i897 fatituted Instruments of pullie policy of 
the overations Gf vanaca, anc that guvlio policy wes 
reaffirmed | ear. poe e Mh after « period of 
disturbanges und . ee ye Ad ¢ngideration. An attack 
on thé © dents. 4 1925 atute of oecesaity in- 
volves the publi¢ polley. 16 is submitted taoat there 
snoald cry recommenda sion in reapect of the public 
policy it eo a been gaan a by aixony evidence 
that ioe ® in the public Iaterest to asiatein 
it. inti eae tin 4 the a 4G rates should soatinue 
to be a ondi don yon 3 fan. ata ether ¢onsiderstlons, — 
freight Tates Of Ober commodities are deternined. 

, 49937 BA sneas Says that as an individual ae sould. 

arching not say what | ~ounds would | CPS et anee and adequate 

to Reve | n fay removed from the statute. says 


that adequate ‘and proper considerations ean only os 
deterained by parliament who instituted tie er 
in the first inetanee. 


og 9738 Shen asked if be thioks any statute should com 

wiiies pel s dompe ‘earry traffic at aa. Gub-of=pocket 

leas, wh, 3 ‘gays ‘that 1: hes been done, afd taat 

there “hipetr tification for i+ belag continued. Jays 

it seese to hia that in this case tiere is some similarity 
te “viet BPOMR. AM nesGhandl sing, fe dane Lansar ies: 


19740 Mneletr for CoP alleng, Ta, Sate ta ene chairmen, 
says Phe, a eases that in the evidence and la tre 
exhibits, thé a.terial that wa. filed by Mx. Jefferson, 
will be found surficdunt evidence to reach tne eonoiusion 
that in 1697. Or 5, gant reductlon, tae rate waa 
still goog; on ry. thlaks there ape « ppanes, of panne 
that eR, ta Pha sent titans nest 

at aeaumkt to were thaa S60 ao tier waren weet 
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Mr. Prawley for Alberts produces and files 
as Exhibit 264 letter from ¢. #. Boles, 
director, Bureau of Finenese, I.0.0., with 
attached tabuletion of common stock eales 
by U.S. reilronds. This letter shows rele- 
tively small smounts of commen stock have 
been sold by Cless I resds for the purpose 
ef providing new money. 


- Mr. Swith for Nova Seotia produces and files es 


Exhibit 267 2 statement prepared by the F.¢.c. 
which contains selected income iteus by regions 
end districts of Class I steam railways, 


Mr. O'Donnell states thet he has been suthorized 
to secept proposal of the Chairman and to declare 
that the portion of Mr. Gordon's statement under 
the heading “Surplus farnings” is withdrawn. — 


Statement by Mr. O'Donnell indicating generally 
the situation of the ¢.N.R. and the lines it 
operates and which are cowprised within what 
is termed the Canadian Netional Railways system. 


Mr. O'bonneli points out thet Section % of the 
CoN.R. Act provided thet the Governor-in-Counetl 
might declare thet the C.H.R. “shall heve «a 
capital etoek, with or without sheres, to euch 
amount as may from time to time be deemed 
expedient”. 


Statement by Mr. O'Donnell setting out Compentes 
and Ragjlway comprising the Canadian Hetional 
Railway Systes in 1923. 


WITHESS MR. S. W. FAIRWEATHER 


Witness produces msp of C.N.R. indicating Brench 
lines constructed since 192%, @howing year 
opened for operstion. This is filed ae Exhibit 
269. Witness expleine map. 


With reference to development brench lines the 
witness explains that prior te World War [ there 
was ® subsidy errengement, and from time to time 
Parlinment passed 4 subsidy act with regard to 
branch line extensions. The general practice 
wag to give a subsidy of $3,200 per mile on the 
firat $15,000 of the cost end « maximum of an 
additional $3,200 on the amount ever $15,000, 
with the provision that that extra subsidy should 
not amount to more then 504 of the excess cost 
over $15,000. By that mechinery, it wae possible 
te obtain a subsidy up to es much as 50% of the 
cost of e brench line, and undoubtedly in the 
period of railway development it had secided 
influenee on the extension of branch lines. 
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Pointe out thet the extension of branch lines or 
the construction of 2» development branch line 
involves an inititel expenditure of 6 considerable 
bay of capitel before any traffic can be 
oy at present time cost not less thet 
@ mile anid if country difficult ean go 
#80000 as $115,000 = mile. | 


Witnens says his depertment does ‘iat erifnarily 
recommend e branch line unless st full develop- 
ment it would pay interest upon the cost of 
construction. 


Witnees considers that . ii the standpoint of 
preserving 2 ressonable balance between interest 
bearing capital and equity capital, the provision 
thet hog of the cost of s branch line be previded 
ae equity capital is the minimum. 


Witness notes that U.S. roads have neat of thetr 
eapitel as equity. 


Witness considers that the C.N.R. bed a horribly 
unbalanced capital structure, which is ereating « 
bed mansgerial atmosphere. Management thinks this 
@ituetion should be remedied. To do this would 
meen that the C.9.R%. should only be asked or 

waver ie to pay as fixed interest upon investment 
euch emount as might be reasonable in the light 
of all the circumstances. With an inetitetion 
such es C.H.R. that has no access to equity 

“fold arg ge through the government. and which 
in the past hae been forced to borrow and pay 
interest upon every bit ef its expansion, you 
would heve 4 pyramiding eapital structure of the 
C.N.R. even if you adjusted it now to 2 reasonable ~ 
bagia; and if in the future #11 the capital needed 
for expencion hed to be borrowed you would have 

it onee sgain climbing Into a position of un- 
balance where you would heave more fixed interest 
beering burden then the pect a run of the raili- 
way industry. 


Ssys this does net mean thatfhe 40% provided in- 
terest free should not be expected te earn = 
return, although thet return might sot be avaeil- 
able before some years. 


Witness saye rate of return used in rellweys ¢2l- 
culations is 3% on 1008 of the ecest of the branch 
line, ineluding interest during conatruction. 
which ts espitelized. 


Mr. O'Donneli notes for convenience of Commisgeaion 
that prior diseussion re effeet of development 
lines will be found in Volumb 10% page 19163. 
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Concerning the rider which Mr. Gordon put on 
ere = on pege 15 of hie statement, Mr. 
o'Ponnell tells the Commieseion Mr. Gordon was 
referring to those lines which ia the course of 
prudent administration ® commercial railwey 
would undertake in keeping abreest of nations 
development end in enticipating snd ¢ereating a 
demand for its service. These are the lines he 
submitted? should be finaneed to the extent of 
not more than 60% by interest bearing securities. 


Under the law railways whieh the government see _ 
fit to construct moy be turned over to the C.N.R. 
for administration end operstion. C.8.R. has not 
submission to weke in thet connection. 


Witnesa points out thet in cese of operations con- 
ducted by C.N.R. im Newfoundiend the out-of-pocket 
eost of service exeeeds the revenues thet can be 
eobtatned end even by putting in additional eapital 
ent” mo hope of recovering return on that 

Capi Eais 


Stetes the Newfoundland Fellwey and Steamship 
Line am in need of very considerable equipment. 


Saye sltogether the smount of capital thet will 
be needed in Newfoundland over the next ten years 
is very substantial. 


Must be remembered that Newfoundland Relleey ie 
narrow gauge end everything bought for it Is! 
special and higher priced. 


Comelesgioner fmagus asks how C.N.F. expecta to 
get ezpiteal for Mewfoundland srojecte. 


Witness replica submission of €.N.R. is that if 
they ect relief to extent contempleted, it would 
be the intention to include these cspitel amounts 
in the budget of C.B.R. and have them euthori red 
by pee Vaeete just asfor any other pert of the 


Seys ratlwey would go to the government to get 
the money,etther by government vote or by euthority 
te filost issues, 


tf they borrowed from the tovernment woul’ give 
government st note and if from the public under 
vyernment guerantee would give public bonds. 

is would inerease thelr fixed charges and that 
ig why they are eeking for relict. 


Witness says purpose of roposed C.N.R. adjustment 
ie to get & fixed capital burden of intereat- 
bearing securities which is manageable. 
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20063 Says broadly speaking purpose of submission of 
C.N.R. ie that if the relief ssked for is granted 
the C.N.R. would be free from « deficit position 
and have a moderate amount left over to be plowed’ 
back into the property end prevent the pyremiding of 


2O0T % Coumiaeioner Innie eske witness if he hes eon- 
eidered effect of prop osed adjustment on C.?.R. 


Witness replies that relief seked for is th wmini- 
mum that is required to (a) (llew ¢.N.R. on on 
average, with prudent manegement, to be free from 
deficit fimencing afd (b) Allow « reasonable 
stability of the capital etructure. Considers 
C.P.R. with ite higher traffic density is in 

@ore favourable position than ©.N.R. | 


20075 Does not personally consider that proposed ade 
Sastment of C.N.R. would demage C.?P.R. 
20078 Witness points out that Mr. Cooper estimated thet 


tf all the edjustments that sre recommenicd were 
made in 1949, C.N.R. would only have $173 millton 
avaliable ster paying their fixed charges and 
witness does not consider that fer » year with 
the traffie folume of 1949, that is @ very great 
margin. 


States thet Newfoundland Railway does not belong 


to C.H.R. it is merely entrusted to them for | 
operation. It is owned by the Canadian Government. 


Witness seye thet so far as operetions are cone 
eormed there ia no difference between C.E.R. Lines 
and entrusted lines. Says accounts ere congoli- 

dated end represent everything that is entrusted 
to C.H.R. together with @het C.8.2. owns and con- 
trois in stock ownership. 


20081 Situation in case of Hudson's Bey Ratlwey elightiy 
aifferent. C.8.R. is an agent for operating, but 
do not include in their secounts results of onera- 
tion of Mudeon's Bay. This is the only railwey 
they hendle in thie way. - 


20082 C.N.R. is managing Newfoundland Gosstal Steamship 
Service under an entrustment order. Results of 
ite operetion are included in C.0.R. accounts. 


20082 Speeking ef the $100 million which Mr. Gordon eub« 
to mitted govermment should acknowledge as sn in- 

: debtedness to C.N.K. to bear interest at @ until 
discharged, witness states that in arriving at | 
thie figure regard was hed to the history of past 
earnings and the future prospects as influeneed ky 
diecernible trends. 


Considers snother important bearing upon this mette 
is the inflation of the dollar. 
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Says reilway alse hed te consider the effect of 
hi y competition. They also had to consider 
the effect of 2ir competition, whieh is eroding 
higher clage passenger service. 


Vater competition wes another eonsiderstion. It 
has been sggressive end i@ likely to be more so 
ae facilities improve. 


Another factor teken into sccount was the develop- 
ment function of C.H.R. Ut ie fundementelly in a 
large part « pioneer railvsy. *oints out se they 
extend development lines they dilute their treffic 
density and add te their eapitel structure. 


On the pomitive side there is the expectation of 
incres#ing population itn Conads whieh will meon 
a grester physical productivity in the country. 


Witness points out that to bring sbout tnecressed 
populstion in Conade C.N.R. hes two instrument. 
Colonization end Agriculture Pepertment and 
Department of Research and Development. 


Points out thet population ef Cansds increasing 
at rete of leg a yeer and physics 1 productivity 
et 22% & year. 


Considers it disturbing to find when you snolyce 
rallway revenues in relation to the gross nations] 
product of the country to find that in 1968 it was 
9.41% and in 1986 6.84, even after asking 9d just- 
mente for rate inereases thet had been grented by 
not yet im effect. Thie can be blamed in highway 
competition. 


Sil these factors were considerations in arriving 
at figure of $300 willion. 


Seye C.N.R. keeps active lwmigration offices in 
foreign countries. 


Witness meinteine thet highway competition is 
ereding highiy velued traffic. PYeinte out that 
926 of 211 lend transport in Canade other thon 
strictly loenl delivgry ia by rail. But 2°¢ of 
transportation revenue goes to truck and 76% to 
reilways. Railweye forced for 76% gross trans- 
portation revenue te handle 924 of the business 
ané that is resson fer declining characteristic 
ageinest grows netionsl product. 


Pointe out ¢.N.R. made up of two types of roed, 
one pioneering end the other intensely industriel- 
ized. It ig in intensely industrialized eres t 
feel highway cowpetition mere than eny other rail- 
way in Canede. 
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Stetes infletion bears with psrticular severity 
on railways of low treffie density. 


Witnese produces statement of examples to tlius~ 
trate effect of inflation upon two ratineys of 
aifferent traffic density. 


Points out thet typical condition is thet C.BR. 
lags behind C.P.R. about 10% in treffie density. 


Witneas explaines Exhibit 215 which is a map in- 
temied to give on indiestion of the relative 
age of different sections eof the ¢.H.R. syaten. 
Thia partieuler classification of ¢.8. lines is 
based on groes ton miles per mile ef line. Hed 
revenue ton miles been eveileble in detail when 
m2 prepared both would have been shown. . 


Witness eaye the revenue ton wile is « measure of 
the effeetive transportation work performed, and 
the gross ton mile is @ meesure of the actual 
tranaportation work performed. 


Witness wainteing that C.N.R. being « line of 
relatively low traffie density, it finds burden 
of sub-merginal ilnes greater then otherwige 
would be the case. Ae revenues decline in buet- 
nege cycles and under highway competition, 
management tends to serutinize these thin traffic 
lines, and if traffic seems too far out of line 
compared to expenses, os § apply te abandon service 
to improve the system net. ae as 


Witness considers agreed cherge a most important 
sepect of complex problem created by highway com- 
petition. It is about only way railway has of 
meeting the competition of motor vehicle. 


Seya it is not beeause of advantage to reilway 
tc ss being urged, ee eterno ee te of 
advantage shippers generelly, perticulerly 
these who need rallway service because they have 
nothing else available. 


Aceording to witness an agreed charge is nothing 
but 2 special competitive rate, and that is the 
way it should be treated. : 


‘Witness is of opinion that the railways will con- 


tinue to be the backbone of our land traneportetion. 
They are the cheapest medium of lend trensportation. 


Considers uneconomic truck competition very serious. 
Estimates thet if it was elimineted net revenues of 
Canadien Rallwaye would be over $106 million 
greater then et present. 
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Speaking of water compereeseni? ies 8 8t. Lawrence 
waterways, edmite that some of this je uneconomic, 
put does not consider it serious. 


‘Ba railways “9 is at an out-of-pocket cost of 


less taen S00 cent emile. Trucks cannot do it st 


lese than three cents a mile. 
‘Says trucks go efter higher priced traffic and 


their out-of-pocket cost as they count it would 
be three cents per ton wile. Their true cost is 
probably around five and ineluding upkeep of 
highway would probably be — cents. When 
railway has a rate of 10 or 12 eents on this 
higher valued treffie it is essy te see what 


A solution to this highway problem ts airfrieult 
Use 


poce not think restrictive legislation is the 
anewer to the lem. It hae been tried other 


fally examined and hopes this would lead te 8 
recommendation that would ellow the two services 


to be co-ordinated because he knows there are 


rg os Meyproed pagg sigh gt emo will produce 
a better service then railway or highway by iteelf. 


Railway has recommended a co-ordinated service for 
P.%.1. and are awaiting vord from province 4s te 
whether they will give required license. 


Considers thet the real highway problem is not 
that the railweys sre losing revenue, but that 
they are losing théir ability to maintain the 
rate structure which is so essential to develop- 
ment. Saye it is a national problem not « rail- 
way problem. 


hekea if he fayours subsidies te skpport the rate 
structure. Witness replies that he does not like 
gubsidies. But says if you study the rete etruc- 
ture from * development engle you must realize 
thet it is in faet a complicated subsidizing 
scheme. You subsidize the basic preducer by 
allowing ean excees charged on somebody else. 
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Meintaings that transportetion is the primary 
producer that is the controlling facter in 
development. 


Thinks thet if something is not done about high- 
way competition, there would be a tendency to 
look askenee at extension of development lines, 
because railway lines financially disabled, and 
this would piace a eheek on the development of 
the eountry. ; ; 


Witness admits thet rather then feee = deeline in 
development and failing any other picture, he 
would personally prefer some form of subsidy. 


Witness thinks that whatever solation is worked 
eut it should sllow at least the appearence of « 
free market, where a person can operate a truck 
in competition to the railway and the shipper 
ean choose his service as he likes. One grest 
aiffieulty ie that every railway rate te inter- 
related and the public do not realize it. 


Congiders thet the narrow gauge ie suited to con- 
ditions in Hewfoundland - to apply standard gauge 
would be too expensive. 


Knows expenditure for terminels, new reile, new 
ships ete. in Mewfoundland will be very large - 
would be over ten year’ period and run inte téns 


of millions, but cannot give estimate. : 


It wes by decision of Government that Newfoundiend 
Pailways were entrusted to C.N.R. in game manner 
ea Canadian Government Railways and not es Hudson's 
Bay. Witness does not know reasons for decision. 
Says C.H.R. pointed out to Goverment problem of 
operatione in Newfoundland end esked and were 
ranted permission to ley the case before the 
ommision. Says if they are given relief of 
$134 million C.N.R. i@ willing to operste Newfound~ 
land Railway and take their chance. 


Witness thinks it defies enalysie as toe whether or 
not the productive stimulus that there may be 
in the Crow's Neet Rates are justified or not. 
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Witness relates that the hesearch Dept. of ¢.8.R. 
reports to Treffie Lept, whether on the basia of sosts 
& proposed rate ia compensatory i.e,, if will return 
enough revenue to meet the out-of-pocket expenses 
incurred, Yraffie Sept, considers this alone with 
etaer factors, 


Cut-of-pocket «expense of traffic is what would 
seve if that that traffic did not move ~« this aay be 
Very gmall on back haul businesea, 


Says cost accounting is an attempt at selentific 
eost analysis - must be used with eaution and prepared 
with a precise understanding of the nature of the. 
movement and everthing surrounding 14. 


says even if a rate 4id not cover out-of-pocket 
expenses, micht continue a rate ¢.¢., on developmental 
business e.@., export grain te Seiat John as by givi 
sueh rates the railway gets the traffic up to Montreal. 


Says ©C.N.2. ean only secure revenue if the country 
ite@elf is prosperous and is producing and se long aa 
there was 4 funetional monopoly of railway rates, and 
you were gure in the sum total of your rate structure 
of getting enough revenues to meet your expences, you 
had a very wide freedom of how you would appertion 
these costs between did>rent shippers, and it aight 
very well be prudent to ship low-grade commodities or 
aay commodity at @ very low rate if thereby you 
Stiaulated development amd took your profite in the 
form of higher rates on secondary preduction, This has 
been the basis on which Canada hae developed, Sow 
Cetehe gets two-thirds of thelr revenue from one~third 
of their traffic. 


jituess saya he never knew of a sempetitive rate 
set to meet truck competition that was not remunerative 
to the railway, Keoasen ia Weucking eonte, even on 
cut-of=socket basis, are at least 3 Or 4 sents a ton- 
mile, Sallway is net runaing the risk of handling 
business uneconomieally, sut what trucke are doing is 
lopping or akimaing off the cream of the rate that was 
previously in existence and which me used to aupport 
other rates « : 


Thies erosion of high grade treffie is bound to 
have anforiunate results in hamperiue the vee fe | of 
the railway toextend lew rates bagie soumoditics . 
hauled a lenz distanes. 


Witness thinks i would be better te leave question 
or whether rates compensatery or not up to the railwa 
rather than the 2.7.0. Ia gonvineed there is no simple 
yerdstick for deteralning whether iedividual rate cone 
pensatory of not. =£,%.0,. would Rave to have data whieh 
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is available only in the files of railway management; 
it could not satisfactorily use rules-of-thumb, 


_ Bitness says the allocation of a different type of 
locomotive to a particular territory changes the pattern 
a8 Goes the availability of ear supply. ‘Generalized 
analyses based upon system averaces which are generally 
what is available ot the present time to people cute 
Side the railway, are a very inadequate approach to cost 
accounting of railway performance, 


G.8.R. has used cost accounting methods siniler 
to 1.G,€ * ' ” 


Witness agrees with Ccanlasioner Angus that when 
rate-making left to railways, are leaving them with sone 
sort of esonomie planning as to whet will promete the 
£oneral prosperity of the country and maintain their 
revenues over the period, Of courses this io mofiftied 
by regulation and possibly by statute, 


Mp, Jefferson said he limited developmental rates 
pene year ~- if dién't pay in one year would out then 
Outs : 


Witness (lr, Fairweather) woulaé not pat on an 
arbitrary limit - would have te study each instance on 
ita merita, 


“Witness thinks there is ne doubt thet if ¢.8.h, 


were privately owned enterprise the amount of interest 


‘bearing capital that it sould bear with security and 


maintain a eredit standing fa very small and might be 
zero ~ is a low density line with high operating ratio 
and great variability from year to year, 


Peels way not have gone fer enough in present pro- 
posal for recapitalization, but will give an appropriate 
challenge to wanagement to give rellway fixed oharges 
they ask for and expect them to aeet them. 


for 
Witness gays trucks get 23. of revenue /hauling 104 
of ton~miles, 


Se, ume for Jutemetive Transportetion Association 
ee out that part of truck revenue goes te private 
Galryriera . 


Private carriers not paid in eash, but witness says 
effect on railway is the same az if they were, 


My, iume gaye no control on commercial trucker 
Guring wer, 


_ ‘itness disagrees, Thinks there wes very effective 
soatrol - could not get tires, 


Admits that im 1945 commereial truckers moved 11 
million tons according te P.B.¢. 
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‘Witness agrees air transportetion else ddiecononte 
pple plore of its. pig ig te Bistonlly going Stye ated a 


tte eattvitios. af ~ 
oF vite dt ties a bungie no objection to 
anyone of ive mode box ‘transportation 


if he wets goths ig >A but should net icy burden on 
somebody err? that ia ont of proportion to the benefit 


he may get > 


wit @oubte if rallway passenger trerric 
covers cuteet=pocket - planes have an effect on the 
travel habit. Some thousanda of passenger train niles 
are Vareminerative but aeaad! hes to run ther in the 


Fe inter-st. 


tway cannot compete in cilia and 


7 witness B saya 
gheapness with ieee ee, 


Witness says if Tallwaye free te use their cone 
petitive atrength in this highway eompetitive sone, 
igke gilmply soulé not operate beyond the zone where 
admittedly they have an advantage, “allways are not 
free te lower such rates because would be dieastrous 
te the seoncmy ef the scuntry for railway would have 
ho revenue to cover losses tn development areas , v 


Witness says railway and truck rated in “astern 
Canada axe on o parity today only te the extent the 
trucker desires to handle the traffic. Tr trarfie 
bulky ox awkward, trucker just puts th a eee 
rate, 


sie. Thisgss says etaied® eee ve dindechpond.e 
sompetition is based purely on a price or cost basis 
and ignores other factors sugh as Perret epedd 
and lees handling. | 

“itaese says he aid consider mt 


ur, ‘ume goes through fumber of handlings in 


shipment by rail amd by truck from Toronte to sontreal. 


Witness saye trucks also have terminais and dif- 
ferent types of vehicles in line’ nauk and local P," 0. 


‘Mr. Mume saya that is true of some of the large 
operators is. “aetera - —anada and not of sae. by 
aad large. 


Witness goes on te phate ‘that 1 ae’ ‘1s a tone- 
a very gubstantisl zone - whieh the transrortetion 
economy of Canada ig benefitted by ghipment by truck. 


Seye in 1950 rath rates probably $50 million 
less se would atheretae be because. dime tries to 


hold business from trucks. — 


Says there is a lot of trattic railways aia nes 
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held. Process of reducing rates to the point where 
they could hold treffie was toé painful, so let 
treffie go rather then hold it at redueed rates. 


Witness eays there is no price vat between rail~-. 
ways and trucks in Cenada today in the ordinary sense 
of that term (1.¢., pro wive’ wader-catting) but 
whenever an individual has =» lerge enough volume of 
freight te put his own trucke on the road, he forees’ 
down both rail and commercial trucking rates. 


Sgreed charge on petroleum in Eastern Canada 
came into effeet beceuse of potential truck competition. 


Guibbles on whether reguiation of trucks invelves 
regulation ef private carriera as Railway Association 
has suggested. Witness does not think should limit 
all trucks to, say, 75 wiles but must eonsider the 
nations] interest tm the control of trucks. 


Witness goee on to gay have hed many talks with 
truckers over the last 20 years re the desirability of 
co-ordination and have worked out some co-ordination 
prejeete with individual truckers. 


Witness relates that in Western U.S. 2 rallway 
line ef considerable length through « farming commun- 
ity was abandoned by resson of fierce truck competi- 
tion, whieh took 211 high valued traffic and left 
railway with lumber, coal and grain. After abandonment 
property values fell 366 and people of community had to 
put up with « lower standerd off living. 


With reference te proposel of C.3.R. te substitute 
buses and trucks for rail treneportation in P.&.I. 
witness states it is intention of railway to put in 
their own trucks. 


There ia no reguiation of trucking in P.&.1. 


 ‘Bvades question of whether ¢.N.R. had approsched 
independent trucker to do work in P.E.I. 


Witness thinke there ere pleces where the use of 
the highway will ween railway can sake economies and 
eomaunity will get better service ¢.g., P.2.I. Have 
many pleees in Caneda where C.N.R. supplements rail 
service with highwey service. oi 


Witness replies to Mr. Hume thet his reference to 
co-ordination at page 20122 was not necessarily te 
co-ordination between railway and railway owned trucks. 
They have arrangements with individuel truckers. 


Witness states co-ordinate action would not aoive 
the basic problem of road-rail competition but the 
subordinate problem of fitting the two services together 
where there is a resl chanee for economy and improved 
service is something that is receiving constent atten- 
tien. 3 

Witness can't say if railway has ever published 
joint rates with trucks. 
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— for C.P sR. ation that bearing in mind 
that i, interest is not that the ©.l.),. should 
not be aves but that if they ahoulé have 


made a tn sca that theee large surpluses should not all 
be left in the hands of the Canadian National so as te 
bring about a preasure. to mke them the yardstick for 
Pate making and to take into account after this recapi- 
talization has been forgotten in the minds of the publie 


ur. Svane gaye ©,P.2. have no doubt in their mings, 
ané he ig sure the Commission hae not in its mind, thet 
when the dyn agg sea large surpluses held by the 
C.H.M. there wil] be a tendency in a great many diree- 
tions te say, "why should the Canedian National have | 
these big surpluges? Why should the ein, ey payors —_ 
these large surpluses? There ought to 
nh rates .* 


a reduetion 


Commissioner Angus aske if the suggestion ia net i 
‘that the capital strueture itself sight provide « 


certain amount of pressure by indicating a sert of ex- 
pected level of dividends, 


ir, ©tPonmell for 6.".8,. replies that he is in- 
structed the situation would be that for every deliar 
the ©.N.h. would heve the C.f., would have a dollar 


| 


more in ordinary years, apart from years such as the ‘ 


Ware 
tr, CtPonnell pointe out that the Chief Comnis@ 


sioner, when invited by the provinces te @isregerd the 


© HR. completely @aid this at page 34 of the 21% 
Judgment: 


"TY gannot accept the contention of counsel 
for the respondents, thet the requirements of 
Cansdian %atteonal Hailwaye should be entire 
Gieregarded. The fact that Canadian Sationa. 
Rallwayes are Aeogeereng owned is not a good 
reason for exeus — the users of the railways 
from piso eas ig Jeet ent reasonable rates for 

services rendered, Yo do otherwise est only 
result in calling upon the taxpayers to meet 
large éeficite whieh is something whieh T 
think desirable te avoid as far as muy be 
Feagonsble and practicable, 


"Some regard must, I consider, be had to 
_the needs of al] the railways,” 


. Prawley for Alberta points out that it was 
pated" in the Judgment of 212 Case at page 36 that to 
arrive ata just ond reasonable mean between the rail-— 
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ways in fixing the rates, eould best be accomplished 
by taking the requirements of the C.P.R as the guide 
oF measure. 


_, The Chairman saya that was the Board's yardatick, 
but question in his mind was as to the yardstick of 
the way Aesociation of Canada, 


My, O'Donnell points out thet in. “aetern Rate CABO, 
22 Coe. 4 (7 5.0.8. & HK, 14S ang 147) judgment of 
wiry Hemry Draytea, who was then the Chiet Commissioner, 
said in parts: 


"There ean be no question insefar as Eastern 
Canada is concerned, that any infustice eould 
possibly be Gone the whivper in accepting for 
primary consideration the actual results of 
the Grand <runk earnings as a basis of Pater,” 


ar, O'Donnell further states that in i917, in the 
15% Case, there te statement agein by Slr Henry Drayton, 
referring to the tariff situstion and the rallway sub- 
ject where he saysa:~ 


"There is no reason why the business of the 
wiineee—of—the Canadian Northern should be 
amie at a loss sixply beeause the country 

Owns 7) 


when Commiesioner Angus questions eousistency of 
Celsh.'s position re yardstick, e O'Dennell augvers 
that C.u.". is simply saying thet B.7.C, cannot eca- 
pletely ignore this very ieportens part of the railway 


systen when fixing rates, 


Mr. ofDennell Says that section 325 of the Railway 
4et should mot be sltered in eny way. 


Ge, EVana replies to Dr, Innie that the proviness, 
Whatever may have been their basis for pposition, shave 
consistently agreed that the ¢.?.P. was the proper yard~ 
stick, ‘that they have tried te do has been to ext agen 
the needa of the ¢,°.2, and even in some cases te suggest 
that there were no such needs bat they never at any 
time have teken the position that the proper yerdstiek 
Wae not there, 
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20327 My, Evans points cut that the position in Canada 
is a little peculiar, %@ have twe large transconti- 
nental the ee thet, to begin with, is the one thing 
that is lacking in the U.0. The seeond ic that the 
other failwaye are minor in mileage; they are very 
small Joeal railwaye., The third thing and the most 
important thing, ls that we have a publicly owned 
transcontinental system eonpeting with a privately 
owned one, 


20326 Mr, Evans meainteine thet 20% on the Beard'ts formula 
and forgetting a11 the allowances of expenses that are 
involved in that formula, 20% would produces for the 
C.P.R. in 1949 a surplus of only 14 millions, a million 
short of the surplus the §.7.0, said me proper. He 
says that on a ¢omparable basis - and he is culte 
prepared te prove these figures « the U.f.2. with a 
20% inerease in rates in 1949 would have had a surplus 
of more than $27 million or about double that of ¢.P.P, 
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20332 The witness says there ie eappreximately a ten per 
eent difference between the traffic density of the ' 
C.EVE. and thet of the CP Rey CLR .R, deine about 10% 
iess dense than the ¢.?,, That has the inevitable 
effect that the C.P.h, has a cushion ef net revenues - 
whith ¢he ©.9.P. does not have, — . 


20334 witness thinke thet as industry of the eount 
increases, and as we get mere population, there w 11! 
be a eontinuing tendency for the ¢.4.8, to remain 


inferior in traffile density te the cP .%. 


20337 It is the consigered opinion of the witness that 
-; if we are desiring to put the eapital atructure of the 

GalsR,. On & besis where it would be completely self- 
supporting, the reduction in the sapital structure — 
would have to be more drantioc than it has been sug- 
seated it should be, Saye he has no reeervations on | 
that score, ‘hat ia why he said reduction whieh ¢,5,R. 
is asking is modest, “gf 


20346 ir, Svane suggests to witness that sincé 1917 the 
traffie density per eile cf line measured in net ton 
alles of the constituent lines of the ¢.".P, hag 
increased by about 907, Witness says he would not be 
surprised if it has, , my 


er. Rvane further suggests that in same period 
CP iis growth in traffie denzity ie about 377%, 


20367 Vitness maintaine that there is a declining 
characteristic and that the chief reasen for thie @e- 
clining charecteristie is this erosten thet ia taking 
place by highway transport inte the railway traffie on 
an uneeonomic basis, Saya that is a fundamental ana to 
him erystal-elear eonelusion, 


. 
oe 


m: Sere tee 


URC eee Ra : grt eae 
iim tary ra oe Yampa Pak ow 


| REN wt 9) Aer “pete | des 
eu thy “Ps i. Ge asta Se Neha 


Lt Med Ie ths 20 dokete hated lence, 


Panes 


ow aes eee net ees. aaeh Wie og: wa ent pre iia oh | 
span Shots Lenya oy Biyaw te mice woah. Dat Pcie Weg pie tay 
Sy ea Leg begs SOT ak asi sched Gh hha MESS a” 
soen: Bh50 wae oh Sale DS ain: bales se ot Apa pag OI a 
yas Leite te aah a) ee i Apoae er Raney 
gk leads Re heer bEan HE; ae we = Orion, aah 
eietew’ _ lisaivend hock Bait 


lee homie Perera $4 Gree gee 
ne Ad wh Lota eer ORL ty of. aah Sate | 
RAS 6 Re Ae RRS oats Pied fl ‘46 cpane. 

tess en out tee weenie Ys oo) ae ty Mo Son evo: 
| ; t thawed mature 


inti: Rus he dia ihe emwan gt Bg ol i lhe HO, wah’ 3 | 
mans aoa ate Rata. edthe et ERB 6%" 


asd ieting eel, 


sk: Fad ge cbt ae 
ey, “osnedogd tiated ons 


SP ie 


20375 


20397 


20377 
te 
20378 


29379 


Mr, Bvans pointe out that 1.0.0. uséds rule of 
thuab methods very extensively in determining ©) - 
the lower limits below which rates must not go to be 
compensetory., — j 


Witness states that passencer rovenues are net 
suffielent to p y all of the coste that may be allo- 
sated to passenger traffic, 


Me, Covert points out that in 1.0.0, decisions 
commis@ioners are almost unaninous thet passenger 
traffic dees not pay ite way, but it is something 
that the rallways must eontinus, 


‘Witness thinks this « fair statement, Thinks 
that if you define “by paying ite way" thet it would 
pay al] of the expenses thet might be alloeated to 
passenger service certeinly rallway dose not cet 
enough revenues te do any sore than that et the very 
best pieture that he has ever been able to make. 


Witness stetes further that there are sany 
passenger services that do not even come within shoot~ 
ing distance of seeting the expensed incurred, These 
are nostiy to be found ia epargely settled areas, 


ie, Covert polats cut that on applications for 
atenconment the &.7.C, hed adopted the attitude that 
the balance ig in favour of necesnity and sonvenience 
even though the railways may operate services at a 
eonsiderable loss und they ‘ave in many cases sald 
necessity and convenience to the publi¢e overcomes the 
sonnee wat Set? the railways in carrying out these 
eervices, — | | | | 


Witness thinks it would be very helpful if we 
hed a broad national trensportation pelisy that would 
enable pudlic convenience and necessity to be arrued 
before a competent tribunal heaving jJuriséietion over 


@1l the services, What railways bave found is thie: 


They operate a passenger service autherized and 
directed by the board ef Transvert Comaissioners, 
then they find the Provinelel franssortstion 
body will authorize a bus oseration in the 
seme territery, They go te that Provineial 
authority and they say, you should not authorize 
this operation beeause national convenience 
and necessity requires the railway to operate 
_ & train service, It is the only medium of 
_ transportation that can furnish an all-weather 
Service to the commentty and it ie onfair 
te the rallway that it eheuld find a condition 
in which it has to maintain serviess and main- — 
tain equipment that practieally nobedy uses 
in the summer time, and then in the winter 
tine when the roads are closed or at such times 
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in the spring and fall as buses are not pernitted 
to operate on the bi » @verbody turns to the « 
PTailway for a period, © general attitude ef 
the Provincial bodies has been that they recog- 
Rize this ae 4 problem, but it lies beyond their 

urisdiction. Similarly, when they «o to the 

ard of Transport Comaissloners and say, here 

19 @ situation, all of our traffic or pragti-~ 
osily all ef {t has been diverted to the high 
way, and we desire either to withdraw completely 
from the passenger rervice, or to make a ace 
ordination with a highway service whieh w ula 
effect economy, they find the Board of Transport 
Comalssloners very reluetant te grant then the 
cegired authority, 


On the question of abandonment of rallway service 
and substitution of co-ordinated bus servise the wit+ 
BGGS Gays thet there (.li.. se to speak is eaucht 
between two fires: the provinces refuse to leok «t 
netional coavenience and necesalty, but only at the 
ieesl picture, and B.o.C. sayothey have ne neo juria- 
diction ewer the highway pieture and beeause there 
ig public convenience and necessity they tend to feel 
that the railway service suat ke eontinued, 


Sotaeeem tien poliey could be worked out and that - 


MMSS MR. ALLEN NORTHEY TONKS 


hitaess refers to Group ef Institutional inves tors 
et al ve, Chicage, Milwaukee, Ot. Paul &@ Paeifie 
A eer Co, Case im the United States Supreme court, 
316 United states Kaports, page $23 where it ie stated 
by Mr. Justice Brandeis in part as follows: 


"Value is a word Of Many meanings, [t weathers 
ite meaning im a particular situation from 
the purpose for which a valuation is being 
made, Thus, the question in a valuation 
for rate-making is how aueh « utility will 
be allowed to earn,” 


fact for the 1.€.¢. to eonsider in Valuation is past, 
present and preapective earning power, but that due 
consideration must @iso be given to the investment in 
the enterprise and all other relevant facta, 
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| ‘Pitness again refers to Milwaukee Case, 318 
United States hepertes at page 542 where Kadai court 
has stated that A 40, 


“ valuation fer reor; reantzation purposes > based 
earning power requires, as, af 
ei ef many factors which cannot be 
reduecd to 4 fixed formula, Jt entails a 
prediction of future events, hence ‘an 
estimate ae dietinguished from aathematical 
certitude is all that can be eigen 


Witmess says as lt ie difficult to aceourately 
estimate the amount that will be available for fixed 


eharges, in any capitelization of the ¢.5.%. great | 


esre must be taken in-estimating the earning power 

ef the railway so that the sealing down of _ rupees 
securities is sot tee drastic. Furthermore 
eonsideration mast be given teall other mlamad 
facts, including the value of ite property lavestment 
and a fair return on such investment. 


 itness says he ia speaking from the point of 
view thas there ia fair ecmpetition with the ©.?P.P. 


In this eonnsetion he notes that in the December 
31, 1949 balance sheet of the G.i.k, no depreciation 
is provided against road accounts, which would seen 
to indieate that there is room for a recapitalization 
Shrough ‘the pram wham, ef sueh depreciation reserves. 


Witness says it is: true thet, ait an. iaveatnent 
banker were advisine with a commercial enterprise 
as to the proportions of capital that should be re- 
presented by fixed. interest securities (and he 
phasizes the word "fixed") he eeartainiy would not 
recommend aa great a proportion of fixed iaterest 
securities, as in the case now with the 6.4.8. He 


would, however, expect a recapitalization under which 


ea0h olass cf securities would in normal times earn 
and pay a return to ite owners, 
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2042h Witness seys the money for moderization and the 
acquisition of items which increase efficiency and tend 
to reduce unit costs in the cease of railroads in the 
United Stetes or in the case of the investor-owned rail- 
reod in Caneda, can come and should come from three 
sources, nemely: (1) depreciation reteined from traffic 
revenues, 5? Mt pate of the net earni not dis- 
tributed to the owmers in the form of dividends, usuelly 
referred to as retained earnings, and (3) new and 
additional ecepitel furnished by investors through the 
purchase of rellrosd securities, : 


20425 Witness points out that for funds to be svsilable 

to from “retained earnings" end from "new capitel furnished 

20426 by investors” it is necessery thet en enterprise such es 

_ the €.?.R, should have e satisfactory “earning power" 

from reil operations end, in addition, if there is to be 
investor confidence in the enterprise so that investors 
will furnish new capitel on ressonable terms, investors 
must heve the belief thet the earning power is not end 
will not be in serious jeoperdy. 


Witness says he means by satisfectory earning power 
that en enterprise such as the C.P.R. must heve 
sufficient rail ineome to cover rail operating expenses, 
to cover interest end other fixed cherges such as rents, 
and to cover = fair dividend on preference and comaon 
stock, with @ surplus to retesin and re-invest in the 
peony ly Says it is evident thet, if “retained earnings" 
are to ® source of funds to spend for edditions end 
betterments, there must be earnings in excess of operating 
expenses end fixed cherges which can be reteined, 


20430 _ With regerd to the C.P.R. the witness seys that it 
would seem that with the lerge ennuel expenditures for re- 
placements and additions and betterments that are advis- 
able, reteined earnings could not be expected to fill the 
eep completely between depreciation and the amount that 
should spent for such replacements end edditions and 
betterments. — 


20432 Witness pointe out thet for the C.P.R. depreciation, 
on the basis aliowed by B.T.C. in the year 1949 emounted 
to $18,000,000 end the cost of replacements, additions 
and betterments emounted to $56,000,000. Says average 
depreciation for four post war years for C.P.R. was 
$17,500,000 2 year, end the average snount nt for 
replacements, additions and betterments was $40,000,000 
@ year, end the percentage that depreciation furnished 
of g Foam of replecements, additions and betterments 
wes * 


to retain and invest in tt re 
1949 | 
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Thinks the C.P.R. wes fartunste, however, in being 
eble to retein some of its “other income” for replace- 
ments, additions and betterments, but the high level of 
C.P.R.'s “other income", based es largely as it wes upon 
the high price that Consolidated Smelters wes receiving 
for its metals, is not continuing. 


20434 ’ Witness points out that during the period 1946-49 
C.P.R. paid back approximetely $83,000,000 to investers 
in & trust and other obligations, so from their 
Seles 0: 9,000,000 of securities they received no new 
money frou investors but repaid them a net amount of 
spproximately $14,006,000. 


20839 Witness seys the amount of money which may reason- 
ably be raised equipment trusts obligations is 
limited because, if a reilroed keeps selling equipment 
trusts each year and there sre eq t maturities 
each a there is merely a revolving fund and no 
sdditional capital is being obteined from the investor, 
inasmuch as maturities get to be Just as great as the 
borrowings and the reilrosd is not getting ehead with 
meking additions. 


20480 Witness points out that as of the end of 1949 only 
5.0% or $2,959,000,000 of the $59,280 ,000,000 assets of 
the U.S. life insur 


Similarly only 3.6% or $735,869,000 of the 
$20,471 ,000,000 assets of the mutual savings banks was 
invested in rail securities at the end of 1948 compared 
with 14.02 or $1,540,038,000 of the $11 018,317,000 
asseta in 1931. 


Says for Cansdian life insurance companies much the 
Same situation exists. At the end of 1947 total adwitted 
assets of these life insurance companies were 
$3,919,100,000, of which only $19,149,000 or ,498 of 
the assets were invested in reiirosd securities, wheress 
in 1929 of total edmitted essets of $1,414,734,000, 
$15,434,000. or 1.09% of the assets, were so invested, 


20441 Speaking of the decline in railroad credit and some 
of the steps that should be teken to re-esteblish 
better credit position for the railroads end to restore 
investorconfidence In them, the witness thinks that 
be Pestored end the saseseees Denner rnins ower should 

e restore © KEKERMEEY belie earning power 
is net and will not be in Jeopardy. 


Witness reiterates thet if the people of Canada are 
to have a strong, healthy and dynamic ¢.P.R, the earnings- 
of the €,.P.R. must be such that not only the operating 
costs of business are covered, but elso the costs of 
wages of cepitel must be covered. 
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Witness msintains that if the C.P.R,. is to have 
sound credit, the competitive position of the C.N.R,. 
and the C.P.R. must be feir in the matter of pessenger 
and freight rates. | 


Witness thinks there is # serious question whether 
the C.P.R. could remain #r the standard if the C.N.R. 
were granted the relief it hes requested end is not 
required to use earnings over and above its reduced 
fixed charges to pay a return on its equity capitel. 


Witness points out that under C.N.R. recapitelizetion 
lan there would be surplus earnings of approximately 
60,000,000 efter the $15,000,000 of net cherges on the 

rallroad's net debt. | EC 


With such @ sum, and the C.N.h. then as the yard- 
atiek, there would certainly be strong agitation for 
lower rates by such interests es advocate rate reduction. 
tf the rates were reduced as a result of such agitation, 
the taxpayers of Cenede would be deprived of the relief 
to which they ere entitled by way of e return on the 
amount they have invested in the C.N.R. end the position 
of the C.P.R. would be grevely imperilied. 


On the other hend, if earnings in the future ere at 
@ low level the C.P.R. mey be forced to request increases 
in rates. In such se cease the C.N.R., if it is covering | 
its net charges of $15,000,000 with no sdditional suas 
required to be paid out as 2 wege on capitel invested in 
the enterprise, it may not go slong with the C.P.R. in 
ite request for increased rates. 


Witness continues, saying that the Llilkelihoed that 
the C.P.R. could then secure increases adequate to meet 
its requirements would be lessened. If the ¢.N.R. did 
join in the request for en increase in rates, and rates 
were lifted so thet the C.P.R. could earn en adequate 
wege on its capitel, the C.N.R. might then stert seccruing 
relatively large surpluses end there would agsin be 
pressure for reduced rates, In any of the foregoing 
eases, first the credit position of tne ¢.P,.R. would be 
endangered, then its ability to perform en efficient 
transportetion service would be impaired, and eventually 
the possibility that it might heve to be teken over by 
the Government ond supported by the taxpayer would arise, 


It is the firm opinion of the witness thet if the 
C.N.R.'s proposals were sdopted, thet whether the C.P.R. 
or the €.N.R. or both become the yardstick in rate 
matters, the C.N.R.'s earnings after the reduced fixed 
eharges would heve a materiel effect in the fixing of 
the rete level. 


Says if the wage required to be paid on C.H.R. 
eapitel is reduced to spproximetely $15,000,000, which is 
only some 3% of ite gross revenues end only about 1% of 
the capitel invested in the enterprise, his firm opinion 


e) 


20462 


20467 
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is thet the C.P.R. would be put in a disastrous position 
pe great disservice would result to the people of 
anada. ; 


Witness says that in public utilities in the U.S. 
the general theory is thet returns to investors should 
be besed on a feir rate of return on a fair rate base. 


Witness would much prefer to see a capitel structure 
with less then 50% of te. | mee 4 


When esked for a simple rule ss to the basis thet 
the funded debt should bear to the equity capital, witness 
replies that as fer aa his own firm is concerned, thet in 
telking to companies sbout raising money the edvise, end 
it varies with the type of industry, that thé debt should 
not be more than 50% and should approach one-third of the 
capital structure; in other words, thet there should be 
50% in equity and 50% in debt, and that in e commerciel 
enterprise it is wuch better to strive for the 33% in 
debt and two-thirds in equity. 


Witness refers to his testimony in the 20% Case 
where he said he thought the C.P.R. should strive to get 
its debt down from the figure where it is now, between 
45 end 50% of its capital, down to « figure nearer 331/3% 
because thet would improve the position of the equity 
power and would enable them to get equity capital more 
quickly. 


Witness points out thet in the case of the C.N.R. the 
situation is different in thet the capitel does not have 
to come from the investing public. They get their capitel 
from the Government, That is e little different, and 
there has not been any requirement meade that there be any 
peyment made to the Government on some $700 million of 
equity capital now owned by the Government. 


Witness agrees thet the reason C.P.R. wants cushion 
of equity capital is because if s depression comes and 
oe is nothing but funded debt, there may be a fore- 
closure. 


Witness agrees that there should be @ recepitalization 
of the C.N.R. Admits it may not be for @ person from 
U.S. to say so, but he means from a finenciel point of 
view the fixed interest cherge and the $1,3 billion is 
lerge, end he would heave no hestitency in seying that if 
he were in the position of the C.N.R. he would want a 
recapitalization. Says if there is to be @ recapitelizatio 
he would hope thet it would result in such @ feshion that 
the credit of the C.P.R. is not hurt thereby. 


Mr. Covert points out that one problem of the private 
enterprise is to so adjust its funded debt end its equity 
cspitel that if there is @ depression they will heve that 
cushion. Queries witness on the ideal situstion in a 
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depression being to have entirely equity capital. 


Witness does not know whether it is ideal, but says 
it would be the safest position. 


Witness seys thet back in 1920 6% retura on P 
investment was the original figure thet the I.c.C. used 
86 @ theory in rate-meking; and then that theory was 
taken out. Says U.S, railways averaged 6% in one year 
curing the war ~ but in 1948 it wes only four and 2 
fraction per cent, last year it wes something under three, 


end there hes been @ much greater inerease in retes, of 


course, in the U.S. then in Censda, 


Witness says if €.P.R. has to make ¢ greater invest- 
ment, hasjenlarge ites capital, then wust consider what 
wage “a capitel is necessary to raise that money in the 
market. 


Looking at the position of the C.P.R. witness says 
he would mot be worried about C.N.8. even with earnings 
of $50,000,000 if there wes ¢ eapitsel fund of some reason- 
able amount, figured out about what it shovld be, that 
would be allowed to be retained end spent for additions 
and betterments, and that the income after that went to 
pey interest on income bonds, 
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watanen! thinks pri me objective es expressed 
by C.N. plan would appear be that the fixed 
charges: must come gown. 


In the ease of the C.H.R. with the business it 
ia es and might be expected to do in the future, 
epinion is that there should be as « return 
on the yee of that vaet enterprise, a net 
return of some $15 million or $17 million « year. 


Witness thinks that earnings on C.P.R. common 
i should go to somewhere in the neighbourhood of 


Thinks dividends should remain at 5% and the 
remaining 5% be put into surplus. 


Witness pointe out thet if C.P.R. were able to 
aarn aah on the common stock from the railway enter- 
prise, end retained haif of thet for reinvestment in 
the prope and paid a 5% dividend out of retlway 
earnings, it would leave room for an increase in 
dividende above the present dividend by payment out 
or non-~rai lway er other income. 


fe the opinion of the witness if the need of the 
C.N.R. was determined purely on the basie of mesting 
a fixed charge of from $15 million te $17 million 
with no requirement to pay eny return on the equity 
capital held by the government, in that case it is 
eonceivable that the ~fontant rate that would support 
that might be eet at a lower figure than would support 
the C.P.R. end ellow it te live and earn and pay 2 
return on ite equity capital. 


It is the view of the witness that if a fair 
return was made to the existing C.?P.R. stockholders, 
it a fellow shah wee will be able to raise new 
eepital. . 


WITNESS MR. HENRY GORDON NORMAN 


Witness refers to Drayton Acworth Report, 1917 
page 44 and page 72 where states ai : , 


"We would go further end ley it down in 
terms in the Act of Parliawent creating 
the Beard of Trustees thet it was the 
duty of the de th to sparete suete 


ordered so to do os the yg ee Commission, 
until interest at a reasonable rete was 
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_. Refers to The Royal Commision to inquire Inte 
Railways and Traneportetion in Caneds, 1931-32, 
paragraph 189, page 60 where stated: 


"se « « « In determining whet is fair 
and reasonable to the railways regard 
should be had inter alia to the cost 
{including the remuneretion of the 
ecapitel invested) of providing these 
services’. 


Witness points out thet the ¢.P.R. has ite loss 
iines end marginal lines in « proportion eompe re ble 
to that of the ¢.H.R. in relation to its totel 
mileage as evidenced by statisties which sre eet 
out on page 20626. 


Sovernment egencies undertake commereial enterprises, 
great care should be taken to avoid the couming ling 
of commercial operations with government costs and 


Witness ie of opinion that the government enter- 
prise in the railway industry should be orgenized, in 
so far as possible, on a basis which will meet the 
following objectives: 


. (a) Clear segregation of the operations 

which are underteken solely ae a 
- matter of government policy. The 

deficitd from such operstions should 
be wet by specifte eannusi appropria- 
tions by Parliament. Undoubtedly 
the Newfoundland railway and steamship 
a are 4 good exsuwple of thie 
ype. 


(b) The placing of the commercial or seif- 
supporting part of the enterprise on = 
basis comparable with the investor-owned 
companies as to capitalization, operat~ 
img expenses (including taxes and 
depreciation) end charges payable as en 
over-21l1 return on capitel. 


(e) The showing by the commercial part of 
the enterprise of the full interest 
eost of government funds invested. 
Interest on government cepitel should 
be payable if earned, should be cumu- 
lative to the extent not esrned so 
that the government would not consider 
that any part of its investment hes been 
paid back out of surplus earnings until 
it hes received interest in full. 


(@) The establishment by the reguletory 
bodies concerned with the operations of 
reilways in Canade of adequate rates and 
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tolls so that 811 the railways in Canada will be 
able to carry out the recommendations (b) and (e). 


Witness notes that the second proposal of 
C.N.R. imvoives an immediate grant of $300,000,000 
ef government credit bearing interest at the rates 

3% per enous until paid in essh. | 


States that te the extent that the grant may 
be used to cover future property additions, it would 
seem unusual to request a blanket appropristion ex- 
tending so far into the future. $hinks that the 
result of this proposal would be «a hidden subsidy 
in the neighbourhood ef $9,000,000 granted in 


In the opinion of the witness the effeet on the 
C.P.R. of the €.H.R.'s proposals should be considered 
from both the rate making point of view and also the 
finencial and competitive point of view. Concerning 
rate making seys in part ase follows: The effect of 
the first two proposals is to give over @ billion 
dollars ef interest-free capital to the Censdian 
Hational, whieh is equivalent to a subsidy of 
approximately $30 million per annum. It is proposed 
thet thie be further augmented each year in the 
future by the portions of property additions covered 
in propesal 3 and, of course, there is the further 
effective subsidy represented by the exemption of 
Cenadien National from income tax. 


Witness thinks that some sections of the public 
will uze any comparison which appears to be favour- 
eble to them in either resisting an increase or 
clamoring for a reduetion in rates. 


States thet Exhibit 256 showed that hed the 
proposals of the C.N.R. been in effaet from 1940 
very sigeable sume would have been accumuleted and 
thus might have prevented the freight rate increases 
authorized sinee 1947. Seems dlear to the witness 
that the effect on the C.?.R. would be disastrous 
regardless of whether or net sizeable funds were 
aceumuleted. If the rate structure is aueh that 
the C.8.R. ia unable to accumulate surplus earnings 
after an effective subsidy in excesa of $30 million 
per amnum, certainly the C.P.R. will not be able to 
etrn 2 sufficient amount to enable it to remain in a 


sound financial condition... 


Witnees concludes thet the besia fer rete making 
should be laid down by law as a redeonable return on 
& proper determination of property investment used 
and necessary to give the transportation service 
demanded by the public. In this ease it would again 
be necesssry to eliminate from the property invest- 
ment of the €.N.R. such property as is eperated from 
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a strictly nations] ernmental policy and on 
which no return be expected, this property 
to be operated on an agency basis for and on behslf 
of the government. 


Witness refers to section 114 ef the Durr Report, 
1931, whieh deale with the competitive aspect when 
one reilread is privately owned and the other beeked 
by the long purse of the eteate, 


Two sheets are produced by the witness showing 
relative positions of the C.P.R. and the C.H.R. res~« 
ulting from the re-capitalization preposais of the 
C.N.R. for the year 1949 if the 208 increase had 
been in effeet throughout the year and if the C W.R. 
hed enjoyed throughout that year the benefits of 
their propesals. 


Witness pointe out that sheet 1 shows the sur~ 
plus which would have resulted to the C.P.R. in 1949 
on the formula adopted by the B.T.C. in its duden 
dated February 28th, 1950, if a 20% freight rate 
increase had been in effect throughout the full year. 


Sheet 2 shows that the C.H.R. under these etreun~ 
stances would have ended the year with a surplus of 
$28,867,000 or approximately twice the surplus of the 


j oP} * 


Witness assumes that the national transportation 
policy of Caneda is to maintain « firet elass rail. 
read system divided into two competing transcontinentel 
enterprises, one owned by the government and the 
other owned by the davestors. Such 2 policy, in his 
opinion, would be completely undermined by the adeption 
+ ayy drastic subsidy proposals submitted by the 


Witness edmits there may be some merit in the 
C.N.R. request thet the total fixed chergee be reduced 
im order to provide greater flexibility and to avoid 
Geficita in periods of reduced traffie. In hia opinion 
pedues this might well be accomplished by converting 
the indebtedness to the government, which arose 
through the repatriation of the British securities 
to income bends. 


Suggests this instead ef suggesting conversion 
of all the indebtedness te the government in order 
to keep the fixed pay-out requirements of the ¢C.N.R. 
of 4 more comparable basis with those sof the C.P.R. 


Witness suemerizes his views @s follows: 
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poe 


‘er 


That the imbalance between revenues 
ang the inereased eosts of labour and 
materials should be lessened as much 


aH possible by further freight rate 


. > »-inereases,. sic 
~ 2.) that $391 million of interest-bearing 
gations held 


g 


pepe pong 


ad | ok & 
Wal i uae npack uk ecmnennhen wi 
. . she repatriation from the United 


Kingdom of C.U.R. securities, should 
be exchanged for inecue bonde in 
aeeordance with the suggestion ef 
#F, bee Vaughan and so reflected in 
the balance. Sheet. — ude : # 


That the acknovledgment of an indebted~ 


54 Bees, bs Pas: government te the C.N.F. of 
EPpy 


. @Fvated fer national pal 


Q00,060. should not be considered. 


That future development linea, other 
than those ereated for national policy 
reasons sheuld, like 211 ether additions 
and bettermenta, be finaneed in the 
hormal commercial manner, end those 
ley reasons 


financed entirely at eevernaent expense 


and their operations segregated sa « 


- goverumment enterprise until they become. 


commercially sound er become an interral - 


part of the systien, 


5. . That «a pertion of surplus ep ny efter 


Witness 


% of interest fixed and contingent, 


ghoul be retained toe provide funcs for 


improvements and betterments and the bail- 


 a8ee paid to the govermment as 4 return 


on ite equity eapitel, 


i SURMCLES 
nade to determine « rate base for both railways, 


month 


nA 


Bry Prawley aske witness if a rate of return next 
Shoul@ result in a dollar need, for instance, to 
the C.?.k. of something in the order of 65 million, 


that there moulé be 4 valuation 


woulé he think that that should be awarded to the C.P.8, 
without further ado, 


Sitnese replics that he @es not think 1% would be 
awarcéed without any further ade, 
find the same situation as existe today in the 7.5, 
wherg, under the I,¢.G. they 4o have this rate tase and 
AGwits 1¢ if not lived up to, 
And then they arrive at « figure that 


it is uged as a measure, 
but is | measure, 


is equitable toa everybody cencerned. 


Sut dees think will 


Witness agrees that whatever the ¢.P.n, reaulraments 


were, properly eonsidered, that would be « chuck/bal~ 
anee on the rate of return, 


and 


obs? ns 
ay hed 
| ieee a ns ion) 


were 
anal 


ao sdovlev » au holt Lagi tadeGe 
ote Lia 1908 nee 0 oned, oe 
| . _. Fens 
ton awe ty ueiat A 2 ca tw mah. «mt rorus 
an Sips me ath “sete acter #8don 


ae ; 

«lee a ait nite mae ehh Leen 
gia MEE 9g¢ bal 
We OF aldebicns 4) 


ae 3 Tens: tT Feort iw 
i Ins $00 
- vag ie 
vile eats OEP RO ban yezed. 
ite &: & * syaasi” TOPOS 
“tet ia hed ae, ebseqore , tow 
2S vad ay eiaa - 


fess » tev an? 
‘ Lear anaes 
moans eRe v 
Faerie “— ” el he roa at gz) 
: ea LE “a a Pend. are es BOl td 


20711 


20719 


207 50 


20737 


20761 


witness corrects etstement mede him at 
pege 20709. He hed esid cost of Coneelid«ted 
Swelters investment was $9,412,000. Thet smount 
wee taken from the ranges repert but thet is the 
per value o steck and not the cost. Hag since 
$1740 for 51% of the cspitel stock 
vaiah oe C.PR. stiil 


Witness is ssked by Mer. O’fennell if he thinks 
they were at cross purposes when witness wes telling 
about the warmer in which the requirements of ¢C.P.F. 
cone Seed eS nee See Patanre we Feet Pee 


Witness thinke they were et cross purposes to 
the extent that it a@ eontinue efter the trensi- 
tiene atege. As to the treneitionsi stage, the 


Witness suggests in reply toe « question by 
Cometesioner Angus that the beets of fixing freight 
rates enould be on the basie of « fair return on 
the investment end thet if thet is « besis to be 
used he weee no i tion to the ¢.N.K. being « 


yordatick si the ¢.P.R. Considers thie 
should be ea foir prt on the proper _Seveermas 
to the exelusion of the investments unde for the 


purpose of national policy. | 
On thet basis witness would see no inherent 
aifficulity in ueing two Soe each to some 
extent being * check on other. 


Vitness advecetes the plecing of the commercial 


or self-supporting pert ef €.48,R. enterprise on 
# besie comparable with the investor-owned compenies 
as to pore gh meant eb wore expenses (including 
taxes ond depreciation) end charges peyeble ee an 
overall weturn on capital. This is in effect seying 
that he thinke eommercital pert of €.NR. enterprise 
ahould pey ineome taxec. 


Chairmen aeke Mr. O*Demneli and Br. Svene if 
either of thes interpret the C.8.-C.P. Act as carry- 
ing eny restraint upon the rallways bekiding new 
lines or sequiring new lines. 


Rr. O’Poenmel] for C.H.R. saya, yes, they ao. 
Mr. Svane for C.P.R. congiders the 4ct ia in- 


tended to prevent «11 kinds of wrolessle competiticn, 
including sequisition and building of new lines. 


Board would neturs ily look et their previous judgment. 
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20762 » Bvane goer on to say thet in fect the C.P.R. 
@eun eee have the money to construct or acquire new 
lines if what they feer comes shout, snd therefore 
the preferred position is thet of the C.H.R. end 
eonsiders that is not = part of the purpose of the 
lenguage of the C.8.-C.P. Act. 


ur. O'Donnell pointes out thet in addition te 
whet there is in the C.N.-¢.P. Act, even if the © .R.F. 
hed money, there is the previgion of Section 21 of the 
Hoe "hetionel feilweye Act, which forces the 
¢.8.8. to get the epprovel of the expenditure for the 
eonstruction of eny new lines from Parliament. 


20769 Er, O'Dennel1l says ¢.N.R. would have to vn 
to Perliewent for eppreveai in ease of all conttel: 
20770 penditeres. Fefere to Section 1? of the ¢.H.-0. °?. 


fet a6 omended by 1 Edward ViII, Seetion 25, and 
quotes geetion. 


Mr. orDonne nd eontends that C.H.R. could not 
spend any 7} f the $300 million under above 
section of Chats? fet either fer capitel expendi- 
ture or retirement of securitice or any other wey 
without heving the budget epproved by Perlisment. 


207T2 Mr. o*pennell goer on to say thet C.N.R. could’ 

part of the 4700 million without spprevai 
ment end imal Parliament suet, in the 
finel ‘analysis; be the juige ae whet ie good er bad 
for sil the reliways. 


20TT? C.N.R. submits that the £300 million is to be 
for the retirement of interest-bearing debt cblige~ 
tions in the hands ef the public, or for capital 
saéitions to the property. 


Mr. O'Donnell replies to Chairman thet in the 
moontime the gee cman he ie to pay interest on the 
—— remnant of the 2300 willien froa time to 

ime. 


20773 Chetrwen aeke if €.8.R."8 expenditure of this 
te interest te te be reetricted a any way. 


Mr. O'Dennell admite thet there sre goneye ex~< 
pended every day by C.N.R. from current revenuea eri 
sesumes the $9,000,000 interast would fall inte the 

treesury to thet extent. 


POTTS ¢ MR. submits thet the government of Cenade when 
4¢ tneorporsted this retlresd placed on it sn un«- 
warranted and unjustt fied burden of capital debt, and 
the C.N.R. ae the recipient of the obligstion sayz it 
hes objected through the yeare to thet debt, it has 
never hed on opportunity of Méteeuester discussing 
& settlement of tt in eny eatiefectoery vey, end it 
hee waver band riage been adjusted, and the poe tentang i. 

ze] poned end the diseugs ton of the judg hs 
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SO7T7T the Choirmen er that C.H.R. ts seeking 

mee wh ghee 

8 e eye epperentiy the Acts 
of Perliement are there to cerry a ail i theer burdens ~- 
& whole let of reilways, some benkrupt snd seme un- 
remuneretive at the beet. ¢€.8.R. wae given the taek 
of opersting end running them. They ere not expected 
to meke them earn surpluses. How C.N.R. wants e112 
thet redically changed, and heneeforth wants CNR. 
to be in the position where it is to run just about 
_ @ome ss 2 private company. 


Chatreusn eontinucs that if one looks at the 
Statutory intention of the €.#.R., ne dees act think 
anyone need hang hie heed in ghaee. Tt te intended 
carried thea. carry these burdens avid they hove 

e 


POTS Mr. Evene for ¢.P.N. pointe out that C.P.R.'2 

to position in their original brief based on the original 
20784 presentstion of the €.N.R. wae set out et page 109 of 
Part I of C.P.R. Brief end in order to bring it back 
to the attention of the Commiesion reads the coneluding 
sentence of peregreph 54 which says: 


“Weverthelese Cenedion Pacific 
would be deeply concerned in 

any reduetion in the fixed cherger 
of Cenedien Nationsl vunieess the 
principle ie recognize? thet 
Cenedien Netionel showld be ser~ 
mitted to Gam @ reesonsble return 
on ® reesoneble level of railway 
property investment”. 


and the coneluding sentence of paragreph 55 which 
seyes 


"A reduetion in the emount of the 

 Mxred che = of Cenedian Nations! 
wunsecompenied by some stetutory 
agsurence thet ite pereiesible 
eerning power ea = reilway would not 
thereby be reduced, would offer « 
gerioue threat to Mita ability ef 
Cénedien Peetfie to continue to 
fumetion ae privately-owned raii- 
way eyetem” ° 


Referring to hie previous Statement in reply te mr. 
Covert et pege 20069, witness esye he did ant intend 
to convey thet in omy wey he wee suggesting @ physical 
appraitel of the property, #8 © valustion ef the 
properties so guysteatly appraised. So far as the 
C.P.R. te concerned ~ and he iwegines the seme is the 
condition with the C.H.R. - thoee aceounts ere suf~ 
poet outer indiesative of the cost{ and the provision 


d 
« at 
t ‘ie 74 Mae 
J We Sa 
) ' ee 
mp . 
‘i L P } 
| ; | m tees 
| ¢ 
rt Wii ae a e 
h ; 
y —— 
& 1 4G x 
f al 
a fe 
of x : 4 = ; 
s ae ke Lie] fi 
D , " 
* ry f ; 
fi ; : , 
* 
. : | 
ee R 
‘| 
# 


fad 
‘te 
oo anu Pas bea we sare eta 


mee dita oatin om wt e fe 7 ‘ ary 
wey a rt one : Rash wa: 
ie Pe ro iS , ‘hy “ 


i viens os Mi | invest ee va 
7 -* ttiromtaari? wale a 


Here ganens he someBeKe ghtnisnen: wi ‘hin 
Fanon 


etiow 6 


ag a # 
Konod an Aer bate : 3 bai eae i 


sted ® DL tw nang 
“es Sher Batre pay ad 


sie ‘het bead so rae i 


ae 
ast ae. she 
“Se neh ‘e 


oxting 


20817 — 
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tor Fors peypevete th od Lew a geting pe cn wee are 
presently opercting would say anybody 
could be satisfied with on omount teken from those 
figures viteh would be secepteblie to them, that is 
te go to the books cf the company end determine it. 


WITNESS BR. COURTLAND ZLLIOTT 


Yltmess stetes that on behalf of the C.P.R. he 
would like to lay before the Comalcsion some coneider- 
ation of the sequence of principles and vest epawe 
whieh he thinke sre inegeapably aes gn in the 
recepituistion proposals of the ¢ bas ole. 


Regarding the mental attitude, witness eonsiders 
the differences between the oS of public versus 
at hes genership of business enterprises seem to be 
¥ ThE « 


Subsite that fie of vital tmporteonce to know 
whether the propoessle involve any inerease in the 
burden of taxpayers or any ehifting of the burden 
from the eustomers of the railways to the taxpayers. 


Thinks thet ever and above the eecounti vas 


finencial intricacies invelved, there should 


clear perception of whe ie now bearing snd who 13 
‘ing to bear the coete of railway tranepertstion in 
hie cobntry. 


It is the view of the witness that recepitsaiice- 
tion does not siter in any wey the economic coats of 
railwey operation because those costes are not e function 
of the capitalization. 


eg aay thet the finencial re-arrangements may 
pongo: Towed the effect of shifting the jontaens burden 
en the only two sections of the community who 
pet eurrently eustein it. ‘They are the customers of 
tne reilweys on the one Bend and the genersl body of 
texzpayers on the other. 


Witwess thinke it ie equaliy true in the case of 

a public enterprise thet the business revenues should 
~ rt their totel costes end, until thie result is 
ieved, resort to recapitalization as 4 means of 
not reflectingfeficite or depriving texpayers of a 

possible return on their investment in 4 public 


enterprige should certainly be delayed or avoided. 


it seeme to the witness thet the eriteris for 
a@eevtance, wodifiestion or rejection of the recap~ 
itelisetion plen, fall clesrly on three pointe, viz., 
(1) Whether the case for recapitalization ta justified 
disprepertionctely burdenseme fimencial ehenges that 
give littie promise of being lightened by cerrection of 
the present imbelance between revenuee and costs end 
the poesible Fg em in treffie iteelf, (2) whether 
it tende to ehift directly or tnéireetly any edditionsi 
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burdens te the taxpayers of Canada, and (4%) Whether 
it retsins fair competitive standardise of operation 
ae as between the two transeentinental 

re ye. 


Witness takes the position that if, efter the 
eorrection of the imbalance between ratee and costs, 
the C.N.R. can justify a realiatic reeapitaltzstion 
of « portion of 6760,000,090 by reference to com- 
mercisl stendards and without « further shifting of 
burdens j;to Canadien texpsyere the grenting of thie 
eoncession might then be contemplated. To consider 
it now, ie im the opinion of the witness, entirely 
wen in the light of possible economic develop- 
@en + j : 1 k 


 Pelms Pacie 1 eeeme to the witness thet, in 
return for reeapitelization eencessions, the Govern- 
ment of Canada would have every right te expect tro 
types of reimbursement out of any surplus opersting 
income of the C.H.R. that might aries after the ta- 
baisnee between rates an’ costa is correetet. In the 
first place, in the interest of removing diecriaina- 
tion between the public and the private reilweys, 
witness is of the opinien thet the C.N.R. should be 
obliged to pey an enmual franchise tax, when earned, 
computed on an income tax bestia. Mordever, inetesd 
of secepting any portion of the *769,000,000 in 
equity stock the Government would seem to be entitled 
tc an equivalent smeunt eof inceme bonds, the interest 
on which would be prysble only when earned. 


Witness considers thet the new finencial propos 
ais of the C.N.N. must be esrefully serutinized to 
mske tertcin thet the burien ie not being shifted 
te the texpeyer either direetiy by fineneial re- 
arrangements or indirectly mesgures that would 
ultisetely csuse the €.P.F. become a public charge. 


Thinks that the graveet denger ig thet, after 
correcting the imbelence between retes anid coate and 
after sceepting loseegthrough present recepitalizetion 
proposals, the progress of the country could leave the 
© .H.E. with such large sppsrent surplus earnings se 
to impeir the competitive position ef the ¢.PF.F. 


- In the opinion of the witness any reesnitelization 
should come after there is some indicetion thet thie 
imbalsnee which follows every war has been corrected. 
fhen there will be some knowledge of whet “the net 
operating inceme of the C.4.F. may be. ‘ 


Witness would tie the recapitelization ef the 
C.N.ER. entirely inte the earning power of the retiwey. 
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Witness is asked tf the C.N.R.'s eaptital 
Structures consisted entirely of ineowe bends, 
Would that eslve the problem from hia point of 


Witness replies thet the ettuetion there is 
that the texpayer is asking = eoncession from 
fixed inflexible rate of interest inte 2 contingent 
iaterest sosttion, 


Witmess thinks thet in ite present form, if 
there is te be no fixed interest charge payable to 
the Government, ob aati Bow ingome @ or by 
pred | of indebtedness, then there is « 
danger thet under good Sper sing eenditions the 
6h & lerge surplus 2s te 
present « pomibility of « chenge in the rate structure. 
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Witness: Kr. Ye. Cooper for G.lsk. 


ux. OMWannell for 6.N.ks files ae Sahivit 277 
a statement of adjusted scompsrative results for the 
yenr 1949, GeW.k. and U.PR. 


witness says if the fixed charges Of the Velie 
ané thoes of the C.N.H. are approximately equal, 
because of the physiesl characteristics, density of 
traffic and operation of lines ia the astional inster- 
est, the results of operating the ©.P.i. will slways 
age te b¢ more favourable than thoas of the 
ee ote irae 


Witness is asked if ef fee% were to be givex to. 


‘My. Donald Gordon's propessal and the Jirestors 


eonsidersd the disposal of the surplus and desided 
to pay it over in whole or in part to the Government, 
would that payment teke the form of @ payment of 56 


much a Shares 


@taces replies taut that is a matter to be 
aettied by the G.N.k, Lonrd of birectors. 


Witness is of opinion that by and large the 
G.B.w. would aleays be ia the order of about $20. | 
million less in net insoae them the U.sh. after 
the President'« praypesale had been «ab inte effect, 
@iersas there wis an implica ca left tee witaess 
thought in the evidense given by ur, Horthey soues 
and br, Korman that the reverse would be the siteation, 
Witness says he wants to aake it clear that thet would 
not be the situations the ©.N.f. will aewer in bis | 
opinion carn as mueh a4 the C.P, it. thes 


Siinese sdmitse thet in a dition se the proposals 


 gabeiigted by Mr. Cordon there is stetenent to. tus 


effect tant the 5.N.R. would be willing to pay icoome 
tax. baba : ; 


Mr. O'Denuncll for CNR. flies es Exhibit 276 
Hepert of Special Committee on interstete Commeres 
Cowmiselon Nuresu of \ceounts end Gost Finding. 
Subject ~ No. 44s 


kr. O'Donnell quotes fron pege 33 of the gbhove 
report where conclusions of comulttes are set out. 


Mr. Covert states that the next audjeet is that 
of G.eWe = GP. Act, 1955, and enmendmentsa 
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Submission of the C.P.R. 
Witness: Kr. Joha 3. Amma treng 


Ceres sudmlts that for wany years prior to the 
enactment O° Gh Cees? . AGE the Ue. Ae Had Joint 
arrengemests af verlous kindswith other railwars. 

THeae agPangementes aay so clasvified under two headings: 


(1) #olat facility sereemeats wrereby one 
Qeapsny 14 greeted the right te Joist use. 
of tae faatlities of snotier Com pany « ce 


(2) dota owserehhy of faailities whereby twe 
: Or BOre soupenies construct or acqaire 
fagiiities for joins use. 


At the present tine She Cees Lo porPty to some 
&5 joist faclilty sereements isvelving faellitics Staion 
it ie estierted have «a probable capital volue of approx 
imately $115 ,660,000 and recent Pee isn jeint ewnershi; 
of tw jvintly used facilities, invelving a foertner 
provebla anyetad value of srproximcsely $27,000,000, 


“itases a. re he boa prepared a Liat headed 
"Canadian Paeifie joint arrangements ef voricus xinés 
with other railways, set imeleading arrancenents made 
under the provieions of the CeKetieP. os 4933". 
Take iat a5 Piied as Egnibis 266 


lar. Spence for o.¥.i. points out thet exhibit 264 
indlestes thet there were se-operetive aencures of 
& kind dating back many years befora €.Ny-G., Avte 


GeP.h, Submits thet with the cuaet of the depres= 
sion in 1956, traffie ca voth major ralleayrs Per ty 
tharply to @ point where it tbeqane Lapoesibls to 
epsrate either: of tham om « profitable basia. ins 1933 
following the report of the Geff Coumiesion, FParliement 
ennoted the Seawe oF e Met weie) directed the tee 
railwars to endesveur to agree apon ee-opera tive 
measures for the puripose 6f effeeting eegcnoriea. 


Witness @ayc tact co-operation aa comsenp ated 
by the CelleotsPs Ac ‘&, 1955 wey de said te Save been 
initiated by a cotien resorded on pasa 65 of the 
minutes of the proceedings of the Gesatie of Gan«da 
of riday, Kovember @5th, 1932, whier reader 


"That, in the oplales of the Genta, for the 
iE purpose of expediting the attsinment of aii 

posslvtle esenomica by wutual se-operation sending 
the deteymivat on ef the present railwey bill 
'AY @ Gurtais nunber of efficials of the 
canadian Puelfie Sulleay Comeony ead af 4: ualk 
nauaber of offielals o: the Canadian Astional 
ialiways should meet to co-operate in eliainetiag 
seme of the Gaplication of railway serviee with 
u ¥iax te economy in this service.* 
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ef the Calsehe ap 


. itmese understands thet the bill 'A' referred 
So waa whit aventumlly came cut ae the O.NewleP, Act, 


1933. 


eee 29th, 1932, the ‘healraan and resident of 
CePecte WHOLE to the acting President of the ¢.N.k. with 


a view to initiating such action as would fmploment 
the intent of the metien, | 


On bed. 1fth, 1957, the “heirean (and President 
inted iensre. Orent well, #.N. Tilley, 

Bele, an biaself a pay a 1 Of the JcP.c. Uxese-| 

tive Committee, sand on the loth fee, 1932, tne setiag 

Pf tat Ag GeReiis appointed Mesera. 4.5. Labelle, | 

he Morvow and hiaself a entieecamittes of the 
GaB.R. Sxecutive Committes te deal at the highest level 
with so-operative eattiera between the two railways. 


Thess two sub-soamittecs with such changes in 
personnel #3 were made Troe time to time, become know 
as the Joint executive eoomittes., 


She jeins executive coomttoe eas formed In 
Beaumber 1952 senc five months more or Less prier to 
the paseuge of the Avot, i , . 


Hitnees says i} was decided that eneh railway .. 
woulS appoint tiree technical officers te deal wits 
eo-operative setters and ruport thereom to the Jeint 
executive socaittve. . 


These twe groups, with such-chanses ta personne) 
SS Were made from tiga to ting, became known a6 the 
ieint to-operative sonalttec. 


) On Deo, 2end, 1952, the first inatruetions te 
the [otmt eo-operative committice were issued jolatly 
by the sgting President of the ¢.N.8. end the Chairaen 
and President of the ¢.?.li.e Ond on Lec, 26th, 19S2, the 
joint comoperstive committes held fits first meetings 


al The CoHe-G,.. Act 1933, bucams law on Bay 25rd, 
Commiasionsr Ineia points eut the CaNe-C.P. Ach 
ufter providing in Gecilon 16, aub-neetion 1, that the 
weliwaya shell enée«vour te agree upon ce-operative © 
meneurad, provides fer a metheg of crbltiration tn oease 
ef digapruement. The arbitration seeticnsa ere seesion 
ij] and several sections thereafter. Asks witnesa Bie 
View as to the principle esteblighe@d ia the setting 
ap of $2l¢ arbitral tridunal. 


‘Ins opinion of the witaeee sandgtory eo-opersticn 
under the U.5.-0,?. Act, 1953, “us a sew concept of 
so-operation. It provides for equitable (whtes the 
raliways hove interpreted a9 to genm as searly aa may 
be equal) diatribution betwoan thea of the barden ead 
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ang advantage ls the coopers tive Preiss abd take — 
seens a reascnasle raquirecent. I provides 
for an arbitral trivanel waioh say be invoked by . 
either raflway to artitrate between thea iy connection 
with any co-oparative project in regard to whieh they 
ars agen ko ree tien he ge See tin re ate rane 
seem | | beyond simple eo-aperatica, in that r 
ruliway Co'purhaye pranee in @ position te fores apon 
the thar  s0-galled eb-operative project «hich ise 

HO’ agseptabie te that ciher railway. The laveeation 
of the erbitreal tribunal ould gesn to be the anthith- — 
esis of eweoperaticon, and alckht be @xpected to heave 

an unfortunate effeet upom tae jJolat se-operative 
effort. Perhaps fer this reesom the senacgemunt of _. 
neither railwey has inveibed such a tribuasl. ; 


 Gitaeas thiake eompetiticn and goWwoparstion are 
not purticularly happy bedfellows, There ere projects 
in whith ceoupstiters cen co-bperate to thelr eutual 
advantage, but sigh projects ara nob es namercus 
ae sight be @zpested, Sach eteeperative projest 
istoivea a unifileation of goepetitive facilities or 
operotione lavolved in that project... Invodaiicn of 
the arbitral urivansi alresdy provided for in the 
AG’ would add ab element of feres to such so-operstion 
or uniffention. 


| BPs Sraere for Ue sR. says Proviaes of Rova Geotia 
has submitted thet the 4ct aleht be amended in some 
way so 28 to fores the ralliweys to coeoperate. Salievos 
Alberts endorses Koya Scotia's subulasioca. heer 


Br. Frawlkey points oat that | 
The Coneadian Federation of acrieulture at page 
975356 of the ?renserips, “ods two specific redcamende- 
tions «as follewar- — | 
“ “S., *P¥brough amonéacnt to the Sanadlan Bational- 
' Sunadfan Pacifia Act, the immediate apoolntment 
of a cuntisuing tribunal @ehieh would Se gives 
euthority to undertake reaéerch aad iavestigate 
ell pesslole ways to reduce Gupllieatica of 
 geeviees ant wasteful donpetitive prastiess; suena 
'  $ritaneal te provess fron tise to tiae to the 
: rallwoy Socpanies ouch geasures the fleclage of 
thelr reseeren show would be fruitful is effectiag 
econceles; and that the tribune) ceport esch 
yoar to Porliament Peeomeniations waich they heve 
meG@ and the ¢utent te whieh {ae06 have boon 
atepted amd carried out by the sallenyay 
2. het the Gailwey Acs be amended to provide thet 
the Hourd of Traaspert comeieslcaere then eonalder- 
ing genere: freicht rate revisiona sus: take 
iste coneliéerctica the extent te whieh tke 
railways have endeavoured to bring ab ut escaomies 
by coeuperation ef in aceordunes With the red- 
Oitendationa sede by the tricugal prepesed in 
Recoumendsticn 1.* 
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22776 
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“2097? 


ike vigcene, Saat thie waa followed by 4 statenent 
that there shoul be two enendments, ome to the CsN.~ 
G.). Act and ape tO ihe Sellway Act, to sake these 
Yeoormaend«ticar applicable. , 


Somuiasionuer Yonis asks ur. Spenoe if he would 
favour an amenmdeent removing the reference tO the 
arbitral tribunal, sinee it has never been used. 


Hr. openes says He does ucts t Lak ao, G.J k's 
position ia that the Aet should remain as it ia. 


hs Uhairmen notes tha} porte 2 and 5 sre the 
portions of the ¢.N.<9.i. Aut whieh desl with oo-opera- 
coe as a : 


tir. Gpenoe gaye 1+ iv only parts 2 and 9 oF the 
Act thet this evidenes 1s directed to, Cousidere thet 
althouch Order-ineCounet) dees not limit it 1 these 
parte thet wee the intention ef the Urder-inevouncil. 


Mr. Smich fer Beve Ssotie states he hea he | 
@uggesiion to sake as to amend@ant of the Statute, bat 
would be prepured tc suppert the reotamendaticas of 
the Canudian Federation of Agrisuiturés— ~‘ 


 Keplytag to Ore anguad, Br. Spence says that 

jeter on there #111 be reac tia part ef Whe Ve. aks 
peie?’ that denle with the peasisiilty, fer instanes, 
of on appliestion for au increaas in retes Seing  . 
ageeated aid that being delayed while tha 5.7... sade 
an investigetic: of nil eg-eperciive seasures to be 
aurve that all poeselsle eeoncmles had besh achieved, 
ane if seme eoeencetes ba@ been prevented by tha fatlure 
of Gna obapany bo eo-opersia, \20 Gthar sempany would 
oulfer ag a Pesult of fallime te get ite Peta iacretad. 
(ses yous 20963) : rape hoypeen 


wy. “pen@e sarees that if one railway offered to 
eu~-opersta sad the other raliway refused thes question 
eould g So a trlvunel amd the trivakal couls order 
aeeoper-ticn. Sut gaslifies thie ty saying there must 
be a Glapute between the two rallwaye under seotion 17 
and Ome reilwey gust then loveaa the tFivunmel. fhe 
tritium! dese not exiet until 14 ia invoxed in reapest 
ef the partioniar @laputee age eetong:. 


Gm irean points cul that under o.R.-c.r. sot 
*Dlopute” mcans apy follare OF tha [.5,#. 284 GePeite ~— 
that is soth together «- to ugroe scacerning say 
matter up. > whieh hy Par$ Il of this Act thay are 
subhorized to spree. . 
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Kr. O'Donnell for C.H.R, sere 1% foes on tnonm 
“end ineludes their failure to seree eonserning say 
moasac®, plan or arPingement propesed or say acter — 
or detail arisiog out of or anvillery tecess” 


Ghairesn Loquires 1f Act sould be invoked against 
ths rallenye by « third perty. 


Mr. Gpemee cucgests the sneer te that ia sus~ 
seetion 2 of Sseton 18 whieh sayat~ © 


ag powers of the Tribunal wey ve invoked by 
either Gompany by written application to the 
chisel Sonm Laeh oust. ees" 


Er. Spence thinks taet there iw at least « nip 
anewer (as sugcested by Dr. Angua ave poce 20976) to 
the complaint of one company thet it ie being deisyed 
begenae of the fallure of the obher gompany. Ch the 
ether sand dnvekine the artitrel] tricanal would ltseif 
meon 8 gonsiderable deley and probably very extensive 
Eo roe aa end he thiake Sleo that thers sre eases 

6 wile’ there ore oalte iapitioats objections by - 

ong ceaceny to going inte @ propesaly that is, taat 
it would reoeive injory or dacece free the »resosal 
exeveding eny reeompenga that 16 sight nope to get in 
gevings. ; 


Me. Spence soatinuss tna. if they come up te s 
rete ease «nd the opponents of the fate laereses 


‘(4a2 that nese ie © gneve is. wales tne Pallways have 


felied te so ahead wlth the préecegal tint hes Seen 
sade, they say ot414 delay the tuing, evem sheugh 
there wee every Feasee for ses invoking the erbitrel - 
tri panel. 


lar. OtGoanell for ©.N.a. says there is defiaitely — 
ho ac¥eement between the railways not to use tae arbie 
trai oriounal. | 


Sesmiesiorner Innia auggesta tast Lf arbitral 
trivunel is aaed 4% sieht invite seme proposal from 
the ether aide which will te eaquelly osjeaticuable, 


Mr, G'Genne)] says that eivht be, Sut ao Oecasion 
haa arleen, appereatly, whea it was Anvoked, but that 
ig aot ty reacon of eny agreement <- these ape is 
definite inatractiona «— an with respuet te the 
matter of delayins a rate imereese, hy thhaka the 
angwer thers Lo that at the present tine vader the 
Ast, the e793. has ne Joriscietion over thet part 
of the smatser at all, It fe a¢ seid in the @ 

Jadement at page 46, quotes: : 
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“fhe Gacedlan MeticnuleCansdica Paecifia Act 
@eas not gonfer upon the Yeard any duty er 
sutority to require the reliway to study and 

 Badertake co-operative mcacures with a view to 
effecting vacnemivse, or to review and inve tigate | 
“What uuauures they save taken, or might have = 
taken under auch Act. ~ | 
AS indicated during the hearing thie is net 
& Metter whieh would sees to invite special — 
enquiry on cur part. Hothing ean, therefore, 

be salned by eatoring upon amy extended dis- 

eussicn of the gubjeet at thiu tine.* . 


Mr. Ofonsell therefore seneidera that a rate 
is¢reess aould net be delayed by reason of that as 
the law sieands of the present tine, beeuges a report 
eengerpaing the CesiieCoh, Act ia sade each year to 
Parliament, and the 2.7.0. hae ne jurisdiciien in the 
meatier. 


Ur, MacPhersesa fer oaskateLewan poists out thet 
when thy: railweysa eam¢e before the &.T.U. agerting 
Heed ojaiming they should Save an learecse in freight 
rates, Shen 1% was urged by provinelal sounsel that 
@G &@ Goucdiilon preerequlelte they should establish 
what had bean accemplished under thie Aci, unless it 
was GG be recerded #¢ a dead letter. That ie to oay, 
when they asserted a seed and on the Geala of thet 
need agoked for a frulght rate lneresss, although the 
B.T.Ue had ae jurledietion over them, at the sane 
tims 1% woe incumbent upon the raliweys to exteblish 
waet they Sad Gone ia tist eonmesticn, 


Jhelrean considers that the essence ef the statute 
i@ thet 16 directs these tw companies te atteapt 
fortowith to ogres end continuously to endesvour te 
Sree, yon such oG~operstive weasures, pleas, and 
errangeuments a. are fely and reasonable aad bast 
adapted to offeet auch purpous. 


‘the Chaivann asks if there Save bees any proposals 
mage by one simpany apa rejoated by the other, for 
eo~opersticon. Mr. pense agrees theryg haves 


Then Chairman eake if agreeme:ts have been 
eutered inte ia reapest of whies later ca disputes 
have aria@ne Xp. Gpence thinka aot, doves aot Kaew 
Gf aay. oayG onee agreemanta were entered tate 
both parties have serried them cat. 


ff. Spence agrees that only clase ef disputes 
whieh have arleen that he knows of heve bean where 
one Paliwey wae wililee and the Gther wae act. Sut 
Sugneuts tial faliwoya Save sever come to the soint 
where oue says “Se ineiet™® and the ether saya "We 
refuse," 


a, he Ut ig gt r 
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iv. Gpenea Sor U.si'siis auplains he would Like 

ts make 44 cleat that se far @o Se Knows Shere hes 
never been any cave ia which one company hes proposed 
a joint co-operative project end ths other company . 
haa fefuged to give it full atady and cougidere tion. 


‘The Ghaiman aska if there ara ace where one 


eospeny hae preposed 4 seaaure of osllaberation end 


the other coapany, aftur full study and vonsiderstion, 
hes rejeeted it. Sr. Upanse serees there are these 
URES. 


Me. Spence points out that briefs of seta G.8.k. 


aut G.Peie convein « eouplete list of all preposais 
aonaldured by the joint eo~weperative aommititees sinee 


hee Ineeption Of tho CabeeUel’. ach, waleh ware eecepted, 


rejeeted or not proesaded with. 
@itnese abates or, dngue nad questioned GePalie*s 


gubmiesion tant Af Bei.G. were given power to refuse 


te grant rate isereages untill taey hed proved taat 
@ll posslole co-opersetive economies hed been made, 
the result would that the inaogent wight saffer 
wits the gullty, since a sompany that Bad done every~ 


tolme pOsalble te auke progress in eo-operetive eeone 


onles micht be prevented from getting @ rate inerease 
by ameGher aaupany whics sad posulsly evstraated or 
delsxyed the proposed Soe-operative mensured, ..— 


ore ANgRS suggested thal the ineesoat eompany 
micht have very Litsle ceaplaint apom thie acores if 
$t hed faiied to iuveke the arbitral tribunal when 
oecealons “rose wien 14 wight be Llaveked, 


wr, Spence says there are two anewers to this 


question: » 


| {i} It te eertaloly the fecling ef the GeF.Bs 
auc Ke cabaers alae Of ths Veletieg tant tae coment 


tee arbitral tritunal is isvoked @6-Gpersti 2 under the 


Act ogee to an end. jaya taie ia aot just a fear of 
reprigela ag Gr. Ancus acgqeeted but the, a would 


inevitably ba @ Liticieus «tacsphere ¢rested inmediately 


on the coasenoument of preseedings andar tie sroitral 
tribuaal, aad that could oot fell to have ite offeet 


upon all olacr co-operative: astters under covsidaratioen, 


} ir. Giiemceli for C.K... would cot scsume thet 
begsuge there woe & dliapute aunelited to an arbltral 
tribunal wito respeet to any particular project, 
thet that would effeat other projects aad that. they 
would not ba d6<lt with an their awrite ia their 
Ow Durie 
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_..*he Ghalraaa points out thet the intestica of . 
the Act iv thst tue.¢ should 64 su-operaticn whieh 
would be melpful to she publie and to shippers, |. 
without unduly burting the other ecapany. 


me. O'Donnell for ¢.B.H. would not want 16 thousht 
that Bbessuse dowpanies aicht aca f1t to ask for an 
arbiters] tripunsi with respect to any particuler 
project, that thuy would not be willing to sit down... 
amd disvusa other posaluls projacita wita ah open alad 
ant with « view to arriving at what wa. fair ia the 
sirguastances. | | . al | 


fir. O'Dontiell replies to the Cheirean thas the 
trivumal has never been invoked. Jui he saya the teh 
ao. ig Sill there oni can te used, and the fect that 
it wac invoked, hy aither soxpany, would act nee- 
ubeurily sean that ShsrG Gould be ao fusther ee-operation 


Commiscl pear /ngus thinks shipper sighb be aude 
%o suffer because Of reluctance on pert of railways’ 
$6 Sake use Of machinery provided by Parliaucat. Seya 
after ll, in a semse, if the esonomies are net wade, 
ana tae Pequircments of the rullways are aubaiited 
without those goofemies, ander present oonditicas 
if not under those of the nineteen thirties - 1% is 
tha Shippar who paya, 


- Me. Spence replies that ¢.P.i.e's feeling ie that 
they ean benefit the anipvpers sere by refraiaiac from 
using thie «rbitre) tribunal, because they can. oar 
Gh ine@ Gore co-operative spirit and «<et farther #i$hout 
the tribunal than they could with it. 


iM. O'Donnell says that when point reached where 
any projeot wers to >@ acoosiderea of suffivient lepert- 
ange for the ©.N.k. te endenvour te have 4t prevail, 
When they would undoubtedly invoke the tribunal end 
would @sg@ome thet in sy doing thet would no} sean that 
tae other projests whie could be gousidered iu a fair 
way Would pot be @eslt with accordingly. 


Kr, Openee gaya that poaltiva of Geleile is that. 
the oct should rumein a2 1% ts. ‘They feel thet if the 
ACt Served ho Sther purpose then tc stand o4 a woraing 
Or adeoniti g to the two coupanies that they are aot 
te indulge fs weateful and dag tractive eompetition, 
then, even if 2% did mothing elae tat that, 14 «ould 
be fally Justified. | | | 


The Chalrean thinks the thing to be berme in... 
adad by both soupanies is that the point of deperture 
in thig “91 18 4 Giveation to both eoupsnies to attempt 
CO SO~Operate. (Gye by the statute bok oonranieas 
are directed te attempt forthwith to agree, and contin- 
aously to endeavour t¢ aerus ete. 
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Ure O'Donnell quotes section 22 of the Act. 
which sete out the ferse and effeal of a dasislea of 
@ tribuaai wader the Act. aya taere is sasetion 
taeve and Geliete will use it if thay ever have. ste 

“hey want thei: seuliion clearly Widerstood. ) 


Goamissioner Ancue coneludes from Mr. O'Denmell's 


reuarks that 14 iv the view of the 0.Kek. that fart Lit 


ig « very live eection ef the Act, welek might. be. 


iaveked tomerrew and vicht serve a very usefal, purpose; 


but ne gethers that Li ie the view of the Gefen. 
that 1% seula omly oe lavoked at very grea: cost -- 
that ef isperilling tae epirit of free co-operation 
batweon the twe onterpriges. 


Mx. Upemes says that 1+ ean readily .e iascined 
tast if «4 any time the sitastion arose in whieh the 
rallwags seeded @ rata inereas@, and tae.e were four 
or five or aix oeaes pendiag tefore tae trisunal, 
the oOst unreasonable delay would be laposed upon the 
a befora they coul eet their rate a plication 
heard. 


GCoemiseloner Angus asnuses thet the were faet of 
having referred o gage to » tribunal «wuld snew that 
&® Poilwey wag sotively puraulag economies. cays it 
would not follow that 14 wes nwceseary to wat for 
the finding of the trisunel. 


Bree Openee states that tha vere. Bute BOt me 
studied any pogalbilities ef changes ia rart ili, for 
the cekgon thet tacpy were sailefled with it. thea way 1% 
BGGGUs 


Bee Gt DeanelL gays eles agrees. aa Lak @@ they 
are oonterned, tibey thduk Part lii is there ana it 


ia in the proper fora, 14% provides a remedy wrien would 


be moet e@efai in any given elrouwsstanees wher» 1% 
ehowld be luvoked, and 1i hue not been laveked and 
that 44 Kaa not been in effeot heretefore for ressona 
whien ere in thelr view suffielent dees sot warrant 
gGhemecing it. 


ir, O'Donnel. chinks that «¢ lene as Sarliemsat 
is the seedy to whieh reports gcneeralsg so-cpsration 
have Ge ve onde, there is oo reason for coufusing 
ihe two getters, co-operniion ander tha CeNsevers AGt 
and Pate inereages under ths Rullway Act. 


ways Fate inerstacs under the ckeliway act are 
desit with by BealeCe and under the lew ae it stands 
thely decisions cunnei. be impeded er deleyed through 


questions relating te co-operation under the UsehemC.Pe 


aot, becauge Perliemunt kes reserved to iteelf the 
vicht te review these »¢asures, and they have sothing 


40 deo with the rate inoreases under the dallwey Act. 
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Sire Frowley for the vrevinee of Alberta says | 
he persopally edepta the scgesetien of the Canadian 
Federation of Agriculters, thet there should be seas 
contleulng supervision of the stetute. The Yederotion 
had guggested the eppolaiment of a special eontinuing 
tribumal te be set ap and given sutherity so that — 
there eould be some third party, aome publie interest 
superimposed upen the operations ef the two rallweys 
is tule matter. Thia eoatinulag tribunal, the Ped- 
eraticn says: . F 

“would be given euiherity to andertake research 

and Llavestipgeate all poselble ways to reduce 

duplication of survises and waateful competitive 
praotiess; such tribunal te pronese frea tiae 

to tise to the railway cenpenies such seagures 

Sue findings of their Posexreh ahew would be 

fruitful in effeeting economies; and that the 

trisumai repert gach year to Parliament Presommen~ 
dmtions whieh Ghey bave made and the extent to 

Walch these have been adapted and cerried out 

by the rellweys.* 


 GConniesioner Ancus queriea whether when this 
Act was pas@ed, in 1933, the twmediate prebles was 
to reduee whet wee @nlied the Canadian Natienal 
ialiway's @efisit and perhaps te Relp the earnings 
Gf the Usiede daring the depres fon, and that the 
Shippers aa a ¢lass would rother lese by cooperative 
aeasures Gham gain by them «— thet is w aay, they 
would Ge getting rather less service fer the sane 
aoney ~~ and if a new situation see srisen after the 
war, in wales the akipperst Laterest is reversed so 
that thedr duterest ie in seeing that sgesures of 
sG~Gperationg oo a¢ far ae possitle ia ordur te make 
the desanc for higher freight rates as a.ight as 
possible, some sodifieation of the Act might se 
reasonubie to take seounmt of that shenee in position 
of tie shipper. 


Mee GO Donnell veplie. to Ur. Angus that 14 was 
nO% merely to lower tae defielt for the time belag 
bub it wae to step want hed been rather reeklesa 
eompetition on the pert of the rallenys, 


ir. O'Donnell refers te the Judement is the 21 
Cage wire 1$ was stated: 

"Tne Vensdlen Rational-Genedien Peeific Ast 

dees not confer upon the tiward any duty or 

aut. ority to require the fellwey te study ard 

underteke oo-operative measures with « view te 

effecting eeonemies, or t” review and investigate 

Wheat Repagures they have teken, or sight Keve 

tekken under seen Aot." ~ 
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21022 View Of Bommel eters to che suview judpemeat 
dered Sept. 208h, 1249, whece oblef sanoeavese nee says 
in part as follows: 
“Sealing firas with veference to the ard 
by order in eounci) peo. 4678, ia my opini «a 
nO Kew evidence was furnissed to the Soard or 
new metters drawn to ite etiestic:. whies would 
‘justify dietarbing the findings ef the board 
with reapest to the following aatters ...” 
ur. Shepard Tor the Provinee of Manitooa (rawa 
attention to one of the anendmeats te taliway Act 
gugceated by Manitoba. it is sabssetion 3(e) to 
Section $25A,. it resde aa fellews: 
“Pape Soard in Geterminine any epoliestion asder 
this section #imli have due regerd tO om | 


Seem Cp ‘Whether of #06 the railway is operated ' 
efficiently ang vith due regard to aay savings 
waiech Rave been or should have been, offected 
ineledes savines under the Goes ~ Ges Sete” 


jiyp. Sheperd seys that the eeeticn es they have 
@yafted 14 hes te d@ with the determining of any 
general fruight ate application. | 


- fie. Gaepard eontinues that although the Chalraan 
nad indieeted thai Re considered that the proviness 
sheuld be prepared te Ging ont certaia points sa 
to where economies could be effacted in their own 
previnces, shuca are sone tant they Gan point to de« 
finitely im Banitobu, Sub Nanitoba eensidere that 
possible esonemies in the operation of sueh a complex 
thine ac @ railway are matters whieh are essentielly 
asd peeoullarly within whe: kneiedes of ‘ape eee 
thensel vee. 


£1,063 Bite Ghepare gaye Mani tobe Weld ry thet the 
Sonrd would mot order the rullways to effect any 
econmmy but they would hove avaliable to them the 
veoulte of tae studies whioh would show thot evoniadies 
eould be effected. ; 


a1024 Ma. Seith for Wova Gcotia yolnks ous that sor~ 
responding legislation i# now eontained in se¢tion 1ja 
ef the interstate Commeree oot but la set meeriy 2a © 
willie @¢ @s cocprehsasive aw the provisions of tire 
Geille = Gels sat. 


210e7 litte dk thane s on to say aot the 1.0.0. hae 
decided that thea « should be continuous investigation 
junto all wengures which sould be edopted to eliminate 
wate and  -romote efficluaey, end as a axtier of fact 
ever the perled since 1953 whos thay sad a cowordinete 
or, Le has Made Mugerous Freperte Of these wHtbterde 


er. Gmith sugecesate that there should be somebody 
en powered to make these investigations under Cele = 
wele AGG. Bees not thisk the Bedlway | Vemmeittee can 
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G6 0, ‘hey have only to receive @ repert froa one 
Feliwey. “here is ao obliration upem the ¢.?.K. 

te make any report. ‘here le on obligstion apeoa the 
Gelleie (0 Make A ropurt. He suggests thet trere 
ahoulad be somes auiherity imposed by stetute, as 
guggested by Kr. Shepard, eo thut taie question of 
whether oF ao% there has been any coaplidmee with 
the Acs may be inquired inte, ami that it should be 
a gontinucus study. 


Be. da@ibersoi Tor sq akabchewam thinks Gellede 
gubalesion would iadivate that gavings under G.He - 
Gets AGH amount te azout ¢1 million annually or a 
littie more. 


ae. Mhochergon aa far aa Jaskatehewan ia eoncerned 
knows of nO particular jusience where rallways have 
failed te do something thet alight Beave been ageompliah- 
ea umder the Aate | 

Hitnesa: Mr. John &. akaatronag 

The witness by tere unification had ia mind the 
tena “anifieation” as aged by Sir Sdword Beatty sone 
Fearea «90. chat is all phyaiesl facilities of beta 
Fn gen were ta be Gperaied as ene guilway, with 
duel san 


x3 
a 


MP. Gpenee fer Cei'sds Boye ae understeads thet 
at &ho present time the O.P.is are net adveeating 
auifieution or anything of thet mature «ot oli. 


 «““Etness says Geiss da in favour of so-opaeration 
bebween the two major raliway ayctese insofar ag - 
eo~operation gan b@ broughs about wlthoat sarLous 
deirinent to the coo putltive pealtion ef elsaer 
eallway.e. it is wppoeed to eny typa of wo~oulled 
ferced oo~operation bewause 4% believes that soap 
eration gannet be forced, | 


sltgus3s Saya erogresa bas been cede under the Act 
by co-operation and without invoking the arbitral 
twibuagie 47 studies have regulsed in so-operative — 
sabia. ganmnehng BA andl jolal Nek econoay of $1,189, 


S1tNGSS pointe out taat when oth reileays are 
operating a4 or aeur fu)] eapaeity, ae they save been 
durlog anc sluee the war, there is relatively Little 
gaving te be cade by eo-operatica, 


dm the Opinion of the wltincess, seme further op- 
portumitica fer se-aperetion tutween these major rail- 
Waya way be @icsovered in the futbere, Gui ba doubts 
that under oresent treffie conditions euch eo-epera- 
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ation ean attula to further eatisated Jeiat ast 
annual savings equal to those listed fer the co 
operative projects now iu effet. 


“Lteess Guiiloes method ef procedure ia 
eerelenins i \. PRAROERESES project. 


Uv. Gpence for C.F .8. oii iMate was the 
last co-operative agreescnt antared into oy the two 
reizwers, the effeetive dute of whles wna Cot, 12th, 


Witeess saya in the ease of the Alddletoa- 
Sfldgetewn (anedien Rational abendenmest the parties 
appealed du L739 4o the Soverncr-in-Counell frees the 
ae@ialaa o. tae Batave goon after the Belave BOG 
Spproved this orojest, ang the enpenl is e641) 


pending. sh 


. Witness @ayga sede line sbandosments were die- 
allowed begsuse the 5.7.0, wae anable te find taat the 
burden whieh sicht bu isposed ugen the raliway 
sonserned through ecntinued operation of the lise of 
the Palleway would prove greater than tie lose and 
inconvenience to be suffered by the publie aa a result 
of the abandonment. 


tive Gpehes Gzplalaa tliat when a Line is abandoned 
di s6sn6 that $h6 relies are taken ap a3 « gelerel 
yule. here have boon eagea in wale au abandoned 
lise has been allowed te lie for some years, and then 
eventually tie realise are tiukes up ao they sre sueded 
eleewhers, bub eo e rule when a line ine ia abandoned one 
ef the objects i@ to retrieve the salvage in the rails 
ahi @al ric ef the neeesslty of aelataininge the ditches 
and fenees and taah sort of tolug. ‘he lane ia 
disposed | of io the adjeoent farmere, and a1] seaponsi- 
bLLity of the rallway ceases, 


Witesess believes the 4.7.0, only authorize 
abundenment of operation of the line. “he rail itseif 
aay. GF many nol ba teken up, #& the option of the owner. 


wpene@ polate out that Lt sould be exeeed~ 

ingly diftioult tO gel one seapeny tbo go into an 
agreement la parpetuliy in whieh te intereste sight 
in the courea of years be serieusly injured if it 
aid nol have a chenee of atehing ap by a sorreaconding 
aarenenet somewhere glace. Jt is tasler te reach an 

eyeemanit If you have two projecte of a somewhat 
gintisr netute eonsidered together. 
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GePsks sttaite that in addition ta <easuares 
teken in aevordiance wlth the satablished joint pre~ 
eedures Or pursuant to the 1933 4%, the two railways 
have been agtiva ic other forma ef so~operaticn, 


Witness pointa out that prior to 1939 tae 
communications departments of the two railways hed 
arranged for joint wie of offiess, steffs and lines 
in the event of fire and/or laterrugtiona te iinsa 
thus aveldisg dupliestion ef reutes ete. “he use of 
U.S. routes for detourlag Sud elec been arreaced. | 
éoint advertising inaofar as practicsaie hed also 
besh arrenged, thus waking savings ia printing and 
Gistribution sects. 


_. dn 2933 these departmonts arranged fer pooling 
of transmission facilities to serve the canadien 
Hroadoasting Uerp. | 


iu 1937 they arranged for joint resete eontrel 
eireulte facilities to customers other than the 
conedlen Lroedeasting corp. 


in 1936 they arrsngead fer jeint installetion end 
use of underground cable facilities in erbean evatres. 


Im 1959 they arrsaced for pooling of teLepheto 
tranemivsian fasilitias, J 


in 1943 they srreaged for joint facilities for 
eco aad teletype cirauits for aly treaffie 
eontrole , 


ta 1944, they arrenged for pooling of nessenger 
delivery service, nichts, Sundays and pelidays, «t 
Gao leree entrees. 


«Es 1945 they arranged for joins tavestication 
anc appliestion of pelat te seint radic communtestiona. 


is 1947 they arraoaged for pooling ef canned susie 
iruianiagion to industrial planta, eafes, ete. ia 
sities and alge for pooling ef teletype and Sorag 
privets wire @ircouit fecilities, 


Pron tims to Sime, a8 opportamity offered, they 
hate @pranged for joint malatenaage of the other 
raliways teletype imetallation «t cutlying polatea, 
joint installation of @ sinsle teletype saekine were 
traffie volume did mot warrant dupliestion, joint 
use of pol@ and pin spede On open wire pole lines, aad 
for joist gatherine of eleeticn returns, 
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Prier te 1953 joint telegrayh eftiee oparation 
hed bees  leeed ia effect in ten plaees, | | 


| tines 1935 the somaunicaticns departmanta keve 
arranged Tor joiat telegraph erflee operations at 
@ight additional glaees. ike basis ef distribution 
of revenue and expends at these offiees is generally 
that the revenus frox neaesoapstitive tuelness Le 
retsined by the company contreliiag that business 
anc Fevonne Cros gompetitive business is divided in 
aceeréense with the division ef sueh business during 
ah agreed upon prier test period. Axpenawe core 
Sivided according to distribution of revenue. 


de 1746, 1947 and 1948 thea soamuaications 
depertiaents of the two callwaya arranezed for the 
wWibhdvewal of dupliewts telegraga effices ca a reaaip~- 
Poca] basia, without sayment by wither somuanay te the 
Other, The C.PeK. Bua witedrawa ¢igas asd the G.N.K. 
Swalve such offiess. thin . ey 


. Le dePeR. gubslts that alec sumerous aseoperativ 


measures favelving the handling of sxpress traffic 
of the two reliveys Aave been effected. 


The witnes@ atetes that ia eomparises with the 
years of the Gepreselon there ia very little seope 
for activity ox part of the Joint Co-operative 
COmmiitted a: the present time, This is aue primarily 
to the faei thet, a3 explained aorlier, treffie 
VoluaG i #@uch that there 14 noting like the sane 
opportegities for aavinge by se-operutive evagurea. 


iowever, follewlag « eeeting of tas Joint 
Co-operatives Jomalttcee ovar @ your aco the U.P. 
“estion of that Jommittes lnatiteted « gurvey ef the 
Gel. Jystem by requesting ite iegional Uperating 
Viee~rrealidests, tau fiee President ef treffie, the 
epertmhant of Kegecrth, the Uotel cepartment, the 
Mpartgeas of Communications, ani the Sapress Company 

eape e Tielgs: « 


So undertake in their peagegsiy 


i. A review of 21] ee~opsrative arrungements in 
effeet to deteraine whether further saviags 
WOre pousible. 


2. A review of 411 sattera already studied to 
$66 Whelier any of thes werranted furtier 
Oongideration. | 


J+ Am inquiey to determine whether there were 
further possibilities of eoe-operaticn whieh 
Would Warrant etady. 


Witness guys ao for thie survey hed disclosed 
ao Surhber possibilities ef eo-epersiiun whies sould 
WEFPoe giucgy. 
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° G8 @ Ge-ordine ting 


would Like te kuow whether if there 
| keéy avpointed if tae deeisions of 
Shat boty sould be final and ast subjees to herrings 


‘end Opposition or intersaced parties, ea eo far. 


Witness sdeite that the first real revival of 
intersst on part of ¢.).. singe bhe war waa the 
Survey started SOGOU, 4 Fear aoe | 


_ 28 sonnestion with grails isterehence witness 
etetes the pevort of tha Jo‘ ut CO-operative Committee 
to the Solu! “xeoutive Coumittes sat as the 

PFOpCSal that grain traffia te Yencouver origisating 
at Canadian National @tationa that are closer te 
Gasgery be turned over te tha G.¥.ke 2% v@lcary and 


be hauled'to Yancoever for deliver taere, and) the 


sane for the “daeuten 0H. movement of ¢./. grain, 


4A tnwes fees on to say that ig stegyling the. . _ 
@etail wituat'on it was found that it was a very heady 
interchange ot Kamloops, & Very @auy places for the 
CePeH. Gare Of grein tu be tursed over frase Gelte bo 


| VePs Ghd view versa. 


_ | Gaye the agreement as floelly developed was on 
the besie of Loterchance at Lamloops. 
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Er, ipenoe, on behalf of C..u., says briefly that 
the proposal for unifleation that wes advaneed by the 
C.>. in 1936 wae that the rallway properties of the two 
Companies would be operated aa a sloste system under one 
management, the maneginen’ to consist ef something in 
the neture of a Board of Directors appointed by the teo 
Companies. The two Compenies would retain i fh identity; 
but they would turn over their railway properties to 
this joint management to operate. Essentially the 
purpose was really complete co-operation by the elimin- 
ation of the factor of competition. The Censdien 
Paeifie of course is not advoeating that procedure at 
the present moment. The Cenadian Pacific is opposed to 
thet proposal now, 


Witness Mr. John FE, Armstrong. 


Witmess Pefers to sropesel contained in the brief 
of the Canadian Federation of agriculture and says thet 
while the proposel of the Censdian Federation of 
Agticulture does aot state in so many words that the 
fallways are to be foreed to adopt the seesures thet the 
tribunal suggests, 14 seeme to him that the purpose of 
the proposal muat be to enforce co-operative meagures 
upon the rallways. Fores and eo-eperation seen to him 
to be Impossible bedfellows. Yitness ia therefore 
opposed to the propesal of the Canadian Federation of 
Jgeieulture, 


Witness says new tribunal would exert pressure 
upon the rellweys in a different manner te that 
provided by the present Aet. The pressure would come 
from the tribunal's reports to Pariiement ef the 
suggested meagures that the rallways had felled te put 
inte effect. There might be, end no doubt would be, 
perfeetly valid end legitimate reasons on the part of — 
one or the other railway, or both, for not voluntarily 
implementing measures auggested by the tribunal, but 
nevertheless, Srey ment be compelled to adopt measures 
one or other of them considered to be éemeging to its 
competitive position. 


Vitness thinks beth railways ia their own interests 
areé enuxious te adept every legitizate means to effeet 
economies, and thet when one rallwey cannot see its 
way clear te enter into a co-operative project the 
reason ig either that it is satisfied there is no 
pconomy in that project or thet the resultant detriment 
to its position cutweighs such econemy ag there may be. 
fo foree the railway into such a so-called co-operative 
measure is in reality depriving it to thet extent of 
its right to cerry on its own affeirs in what it be~ 
lieves to be its own best interest end that of the 
poople it serves. 


witness says it seems unlikely that an outelde body 
or tribunel, such es suggested by the Canedien federatios 
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of Agriculture, could aequire euch expert know] 

of e situation ae to enable it to errive at « use “a 
conclusion us to whether or not « perticuler project 
shoulé be implemented. 


witness is setisfied thet the fete relevant to 
sueh & preposeal must be developed by a Joint Committee 
of losel officers of the rallveys in the territory 
affeeted by the proposel; and thet the final decision 
eg to whether or not « proporal showlé be Implemented 
must Peat with the goint Fxeeutive Committee whieh ise 
composed of Directors of the two rallweys, including 
their respective “residents, 


it ia the considered opinion of the witness that 
a decision arrived at by the operation of thet sachinery 
is much sore apt to be a sound deeleion that one 
reached by e tribunal of the kind proposed by the 
Canadien Federation of Agrigulture, whieh would heve 
neither the information aveileble to the officers of 
the rallwaye for reaching a decision, nor the res- 
rrr of those officers for the results of thet 

25 Oke 


“itness saya it seems unlikely thet an cuteide 
body or tribumal, such ag suggested by the Canadian 
Federation of Agriculture, eould aequire such expert 
knowledge of « situation sa to eneble it to arrive et 
a useful conclusion as to whether or not ea perticular 
projeet showld be implemented. ‘There is a vest 
aifference between suggesting end implementing. 


Witness thinks tribunal could reach « perfectly 
aound eonclusion as to whet they were going to sugcest. 
Does not think they could #0 beyond that. 


Witness thinks there ig very ifttie ating of 
the two Yellweys under the Stetute. 


-itness seys thet industry ehdesvours to locate 
ite piant en to beth railways in order to heve the 
advantage of the Gompetition between then. 


In veply to a question by Commissioner Angus as to 
what form thet sompetition tekea, witness gays in the 
matter of gervice,. 


Attention ef the witness ig ealled to the fact 
that out of « Sotal saving of approximately yal Bre 600 
alaost 21,000,000 of thet was eaved with regard to 

26% "service. Viteesgs egrees that the only 
qubptential saving that bee been made under the sot hes 
been with regard to passencer service, 
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Witsess saya that aeny other leeations for pooling 
of pessenger service on various bases were studied and 
the cost of putting them inte effect wes so great thet 

it made the then rather doubtful economies not worthwhile. 


Refere to vege 137 of C.P.k. brief setting out 
projects on which study wes interrupted owing to war 
activity, in partieulur Satian-wide pooling coapetitive 
peasenger train services, ltsess says thet was a study 
of ell competitive passenger train serviee throughout 
Ceneda and it was reported on once. This wes referred — 
back by the Joint ixecutive Committee for further study 
anc wee in the second study stage when the war interrapted 
the activity. 


It is suggeste’ to witnesa that the situation ts 


changing somewhat to-dey, sarticulerly ia passenger service, 


and thet revenues ere sgain falling. ‘“itness ig asked 
whether, bearing that in mind, the management herve egain 
decided te atudy this problem. Witness saya it is un- 
necessary for them to agein decide to study. The Joint 
Co-operative Committee hes inatruetions from the Joint 
Executive Committee to study. 


vitness seys no substantial economies have been 
disecvere’ by the pooling of vessenger service, 


BE, Spence says there is nothing in the Rellwey act 
thet requires the rellways to obtein the Board's permiesion 
merely to take off « cia. it has always been the 
practices of the railway companies to epply te the Bourd 
when they were proposing to take off « peasenger serviee 
altogether, although even there the Act does sot compel 
them to, bat they do lt as a matter of courtesy to the 
Board end as a matter of protecting their position. 


br, Spekee says the proteat that might develop in 
any community against dropping a trein servies would sot 
be compareble to that of abendonment of lines but that 
they quite often have protests in considerable numbers. 


Although the application to the Hoard is merely « 
courtesy, 1t is a matter of fact really determined by 
the Board. 


Mi. Spenee says when 1t lz merely the discontinuance 
of one train they de not have to gupply such voluminous 
figures, but the Board has to be setisfied thet e genuine 
saving is to be made that out-belenees the inconvenience 
te the publie. Ur. ('Tonnell says thie is ceverned by 
the provisions of Section 312, 


Refers to Section 312 of the Reilway sot, which reads 
es follewst- (in vart} 


"If in any ease such eecommodation is not, in the 
opluion of the Board, furnished by the eompeny, the Board 
may order the company to furnish the same within such time 
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Witness goes not think it bas even been suggested that 
a pool be established between the (1.8. and 6.7.8. on the 
ibe between Calgary end Edmonton. 


vitness says lebour is eonsulted on propessala for 
ee only after agreement has been resehed ea to what 
€ dove end then the matter is taken up with lebour 
to find out how to adjust the lebour problem in the new 
situation that will erise, 


Chairmen refers to seetion 16 which directa co-operation 
ani directs also thet eny plan or arrangement mede by the 
Yellweys shell eontein or rrovide for « fair and reasonable 
apportionment as between the euaplo eres of the two railecys, 
and that the railways are to negotiate with the repre- 
sentatives of labour to bring about thet effect. | 


“Ltnegs saye first thing reflwey considers in any 
propeged project is the prebability cf economy in the sroject, 
Theat ig ecomomy to bota rallweys sinee they divide the 
burden. end sdventege equally between them. 


Witness points out thet the Stetute requires that the 
perden and edvantage be equitably dividec and the rmaiiweys 
have interpreted thet to mean equally divided, 


Comal ssloner angus eske if there is aot apt to be a 
little confusion in debating the aatter thet eny economies 
made in the long run lotervals thet sonetimes elapse 
between freight rate revisions effeet the relliways, but 
when it ig tergeé in the proecedinge of a@ general freight 
rate reviston then it is @ question of the shippers geining 
or losing. 


Witaeus is wgked whieh ke considers sore important, 
meintalning competitive position as agsinat the other 
Follway of the easing ef this transportetion burmien. He 
replies thet there weuld be no competition under 100¢ 
operetion, Every oo-operative move is = move towardae 
unifiestion, becreuge those facilities or those operetions 
that are drewn together in co-operation heave become to 
thet extent unified, 


eituess is versomelly in feveur of eo~opere tion to the 
extent that it ean be brought about without serious detri~ 
ment to the eomsetitive cosition of either railroad. 


Mr. Brezler for the “rovinee of 5.C., sugeests that 
the estebliahwent of « joint terminel in the City of 
Vaneouver ig an etonomy measure. 


Chealrman eska if it hee ever been considered and 
witness replies he ig of the impression it hes. 


“iteezs thinks joist terminal in Yaneouver came into 
the pleture under heading “netlonwide pool competitive 
train services”. 
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Witness expleins thet in order to bring about 

me, it is highly desirable in ell cases, and 
essential in some, thet the pool trains operete from 
one station, In that respeet he believes under that 
joint investigation in connection with the first report, 
on thet nation-wide pool, the one thet is now baek for 
study, the matter of the joint terminal in Yancouver 
was considered. a 


Witness thinks term of agreement on tose pool 
traina is indefinite. it is not in perpetuity. Line 
abanéonment agreements must be in perpetuity. When you 
take « line cut of « territory you are through. 


feked if ¢.P.E. would be willing to study e glen 
for joint operetion of the port of Vansouver if economies 
eould be resiiued, witness replies that he thinks 
question is whether ¢.?.8. would consider a joint 
passenger terminal, 


Asked if ¢,.P.R. would be willing to study a project — 
leeding to unifiestion of all termingl facilities witness 
anawera thet ©,.?.5. hes never deelined to study any pro- 
position thet wee put to them jointly. 


Witeess considers that competition 1a good exeent 
where it becomes wasteful. — 


Witness thinks timt in ell these matters the arbitrel 
tribunal tes to have finel jurisdiction and final judgment. 
Saga the Act as it now stands provides thet type of 
mochinery. 


On the question of labour “r, Covert refera to Sub- 
geetion 1 of Section 16 of the Aet. 


Witness understende that the purpose ef that Sub- 
gection wes thet « given co-operative measure should not 
result in all the eaployees of one rellway being discharged, 
end @il1 the employees of the other rellway kept on. There 
hee to be an equitable distribution of burden end advantage 
end thet ¢arries the burden portion down to the isbour level 


Sitness agrees thet you cannot effect economies 
without effeeting levour, This wes ealao the ease in U.Gs 
onewint similar set passed in 1935, . 


Where @ some: 

Witeers explains thet the Joint local Cossl ttees 
eoneiet of loeal officers whe are thorcughly conversant 
with the minutiae of the metter, but whose cutlosck on a 
system basis is probably very poeta ets that ia they 
tend to be either division officers or district officers, 
not system officers, “hen they traenssit their report to 
the foint Co-operative Committee, there for the first time 
ordinarily 1% is exemined from the aystem point of view. 
Then when 14 goes to the Joint ixeeutive Committee it is 
dealt with in the metter of policy, 


7 po) van > ap . paleo be 
BAA st tantogees AP tas oh Ai. ; 
OR wort’? reo Ledeen ot od tea wy 
an AQUI ae MO, Ytod byes 


tele tetits ad ae Litte a@ alae .85,520 32 pet 
ba Leni coe og LE 4S tom 3 giag ale Te wel teneee get 


ee toe 

rae ae yj eeblgon cobra 3 hee eS SST wt Bices 
$a 6 tedlvatrs MR mty Ee tage ad. Ret trang ee. 
Pana vd sence he AIS IAGR wh . Oh os 


seater a plete gt eth Li tw get Sika ahead “Uh DegwA , ae Oe : 
epad ber we aetbtst: ae J aad IOP £A8 “ho. BORR ag ae id Bastwad ne lone 
Hee . Fae Wibes ow ay toatl 9O2) “ke Ven bY. Pte | eet < he HS ‘ers Ml 25. bomen ual : 7 

, «Gidehal ‘ned? od Hin paw faa sets tno | « 


~~ a ‘ ; 4 he nr te icone che + { 
oes. aOey ah aolyigouros, tat dpetigans Aas TLLS 
~eratese satiey at od aS 


* %, . eel a over E 7 ™ 5 A Y ¥ ah ay 4 ‘is Die 
ht SD Sm Rae ‘ Lod 9 me, SO a ee 7d ce eal 3 é 


ye my 


mm 
awgha, Santt 3 is mend 3d OE im on 3 toll wigs we wal Laat igs 
aie, Tih Ok eee eh Sees shee? f run 74 i Ty, Se gD Ar 
peas 
Phare saan * 
wait, OF cyt MeenG «ct guedek in Anteeecp a7 ap faiig 
am’ TOK. CAF Ye €L wel hei te 4 nett omm Ot 


wf, Gat In Sane sety sch Pet web tector phish ; ad sat oe 
ton Divets otversew avitnineg~ce eis + tet? man voaeees 
Tago th amtead + ee Bons y aps Ye my eOLOLG: i. Otes iis al ‘Tae oe 
GGT «it Ugal vowks on. hae oe Cat te gouty. oe Lie heres 
teavhs too me ne Siaaces Te sy) rts wt FS altos bss ia 64 oF aa 
L Medal edd at oiteh ce ddan iisted ef) ewhttad Patt Boa 


ne 
ave 


te 
’ 


7 
| Sot Gaviges geod af 
UME RL gullnetioa teechile Loe i 
oe Mie te F aga % a 
sae Pou ® “i v a Sey 6 3) Lote a ° 


oy bois TA ier Bre or ra 
Bel! Gh oem ead tee 


OL enc tank antatas s &, ot oe a ; 
Sitsiaenes eSsien oon GdW Beogfi Io Lest ye talesey a 
ie 2 hweLewe BROe swt 2 pases, a exe ww Bari 2 eke a wité #5 bey Pa Vas. 
Yeiy ut Date: : bore “dee gue tpl ems ck ah Iu wor tage 
Mourits J fels ata s ‘Oh Ts. Ae sate! P tehlin of at ieg ; nS ee 
oT Paaa gs GIGS S Rte vt dete Ae fk eck bet” mes soa eu 
eRe RtS at re> Mest y rede Fees pelt shIO~ 99 i) |} 
OS Te Sade! ode ee ae ek jit be, ane el oh Gitaaataay . Vy on 2 
tL wedt Biome ser 7 kee ge FG ie eo eet ~~ a2 AS ett So? 
ook  -« OeBiier ter tee ties ee aiy aLaab 


21156 @itress dees not think that the decision to invoke 
an arbitral tribunal would reat with the Joint Executive 
Comittee as a vbole but rether with the menegement of 
one Pallway or the other. 


21189 The Joint oe ae Committee after considering 
the word ‘equitable the principle of endeavouring 
to get a straight rigeenirte division. 


21196 Witness is queried ag to hig doubts that in many of 
these cases where there heve been co-operative efforts, 
under treffie eonditiens es they sow exist, there are 
really any substantial eaavings. witness replles thet there 
are economies of the order that were estimated at the depth 
of the depression. 


#1191 vltnessa feals thet the fiela of eo-ocperation is 
substantial emough te be very ecarefully explored, and it 
is one of the mauegerial fields available to reiiwys in 
meeting their present day troubles. 


#1192 Witness points out thet in the post-war ed justment 
period maneeerial probleme were of such magnitude that. oy 
— consent co-operation was sot a metter for immediate 
— Aa far ac C.Neke Is soneerned that phase is now 
pone @ to a close, and attention ls being paid to the 
field of eo-operative economies aa part of the sanegerlai 


preblem. 
21193 Conserning the Caigary-Hinonton-Vanegurer pooling 
to whieh presentlL apeiies only to grain treffic, witness 


21194 thinks thet pr iple might very well be extended. Thinks 
it is one of the joint co-operative ventures that has in 
it elements of substential saving. 


21198 witness saya eo far es Joint Co-operative Committee 
is concerned it does not necessarily have to agree on 
a projeet before it comes to top level. They either 
agree and make @ Tecommendation or report éissent. ‘ots 
not know just whet Joint Executive Committee Goea in these 
elreumstances, Gometines they bave referred mattera back, 
sonstimes they have sceepted recommendations. 


BLECO | Witness - Mr, &. ©. Feirweather. 


Mr, MaePhetson, for Saskatchewon, points cut that in 
“Mnnitoba, Sasketehewen and parte of B.C, there ere 
provinelal regulatious that control the freight rate that 
trucks are to chergé.s 


Witness thinks these reguletions were undoubtedly 
designed to be of essistance to tne rallways, Sut hie 
personal opinion is thet they are set of much essistance. 


21260 Says proof of thet will be found in the situstion as 
to it hee developed in England end the U.S. It ie so easy to 
21202 evade the reguletions es appiled to lJerge shippers; they 


ean always ship in hired vehicles aa distinet from sending 
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their goods vin a highway operator. The regulation of 
trucking rates is not really of such essistance to the 
failway in this beeis problem of uneconomic competition 
between the two forms of transportation, . 


witness is esked if he does not belleve that the fact 
that if it is well policed, it eliminates cut-throat 
competition, is of essistanee to the Yellweys. Replies 
he thinks that actually is probably of more harm than help, 
because the cut-throat competition demages the truckers 
a lot more then 1t does the Yailway. 


says the effeet of thet is thet the trucker opera ting 
a high-cost service under whet might be referred to ag the 
umbrelia of the railway retea, is more apt to expend his 
activities then he would be if he hed te face the eut- 
throat competition from other truckers, It gives him « 
wider wargin of profit that he can use to expand hia 
operations. So thet rete reguletion et Pallwey rate level 
is not an enswer to this problem. 


21204 


Speaking for the ©... witness can sey most positively 
that the C.N.u, looks with the greatest care et the 
problem of seeing that its non-competitive shippers are 
placed in « competitive position in all merketa thet they 
ean reeeh, — 
21205 “@ints out thet freight schedules are just es carefully 


adjusted to mest the requirements of the individuel 
shipper as they would be for the competitive shipper. 


oo far the internal problems cf menagement are eon< 
cerned, from long experience witness is convineed that the 
esprit de eorpa of the two competing organizationa hes a 
Very tenzlble value. 


21206 Vitnees feels that ir vou try to trenelete inte 
economies whet appeer to be duplieetions in services, you 
fuk a g¥eve risk of upsetting these vyerdaticks by whieh the 
individuel guides his actions. 


21208 itness says thet certainly there is in this highwey 
to probles: a major canker thai is salting et the heert of the 
2121¢ railway industry, But feele that to the extent that thet 
erosion can be stepped by prudent measures without r 
damage to the overell economy of the country, you wii 
aiter the pleture very coneldera bly. 


21218 vitness says two-line rate basis hes the sanetion of 
ieng history and be thinks it is justifiable, 
21216 vitness says the C.H.R. sees that arbitral provision 


in the Act eg © useful implement. Tt has two Values, One 
is @ negetive value and one is a positive. Yhere is the 
protection ageinst agression by one company egoinet another, 
to the sort of Invesion in its territory thet took pleees 

in the 1920's, Had the Act been on the Statute book it 
probably would not have taken pleee. On the positive side 
of 1t there is provision for implementing economies. 


ha bet é nit Ft ae bil 
sane bs ee oa “ator au Sab terid 
ath Daamitt: rape ie eating 
ove shes (yes Dirt ae Eel aes 
Sie aiekeile 


viitks Oe: eka es aimanyagte: Pas 


ee 2 8 2s yey cat 
Es SE aoe Bele Sy mee me eee. 
wer iat! iv violas siecle as: ao: bi 


Htetwo jon ioe coe Thali oe See. igiak hae: 


Legs thal gent Le egnonrtiag et oat ee, 
reuse pete naar os Rot: HE bhai wo bois seugede 


sti Frio at, ate emia tinting wad he 
rf: Pike cy ivade tt semintt  @See2% rt ia 
OR: beeDS vi shag a, vabrone ee" so Pee. 


oti oe fe Lierte. anttiat stad pee: Aue iia er dine 


Wey OLR al ey be soa taaat ee ob Senge Yody! resandony: 


De, OO? widen jie agen pat Rares a” we od b Ries 
F | ents ete bi 


Eves Rit at ae ai woe Abdi finaly done £y ga \Babad fy 


eee yh ad Pry ipa tat, at- 9 gee tite, sapewa das ita 3 


saab, Rrice. Crete rr Yi OF Fae. leek end” yWtnor ad qapdcin 
ibis: Suporte bw 2eTUa De. Saateny “ae “Dahaepied x ‘ed! “ukey ind penne 


ae es eS a ed “We race, Spiga edd 6) “ona 
: va Nhe bia PRY: Ly, ate dy label 


(3: ame reece: whe mae ‘ate eh. Sion: ne acd af oe ean ee 
| OLde TBS al. as ea ead ee: Robt asst wot 


ina? Te falta sdan soi04 4908 ite 

Soa fay ‘ae ‘Re hE. . 

te Cain SWE Te, at 8, 
vhs | maton he ge ont erate) 
"2h pe ee 


bi oa oe 


ea 
‘ 


21218 


21219 


21236 


21228 


21228 


21430 


212518 


21232 


When asked if he does not think this Statute would 
benefit from some policing by & third party, some 
regulstory body, witness replies thet there is policing 
by “arliement to the extent that Perliament is interested 
in it. | 


fitness feels that rallwey industry is going 
through very diffieult times, and they eannot afford to 
overlook cpportunities for reasonable ané sensible 
economies. 


Me. Frawley, for Alberta, does not think it =atters 
whether there is a seperate tribunel or a branch of the 
regulatory body. 


Mr. Prewley would be setisfled if it wes under the 
BT. - not the 5.7.C. as it is todey, but a bigger 
end better BTC. 


Witness knows C,N.-C.P. Act was the subjeet of 
investigetion, among other matters, in the Senete Inqu 
of i936, 


Remembers Gennte Committee of 1958 found that the 
recommendations of the Duff Commission “have never in 
faet been applied in « prectical sense”, 


When Dr. Innis asks whether complaints on the part 
of employees of either ©.N.u. or C,H, about pool train 
ee pag ete., are justified or not, witness angwers 
that the employeeg think they «re. ‘aya every eon 


onomy 
the railway pute into effect means in the first instance 
that somebody goes out of employment, 


ith referenee to pooling witness bas been unsble 
to get any substantial evidence of unfeliraesas. There 
was a lot of prejudice, but thet is to be expected. 


Vitnese egreed peseenger pooling shows estimated 
joint anmual saving ef $972,000, 


Veoubte very much if during the war there Was any 
economy in the pool, because trains were running in 
many sections. “ith fall off of treffie since the war 
economy has re-established itself, 


Witness says agreement re pooling of pe ssenger 
service coutinues from year to yeer, subject to can- 
eeliction on something like a yeerts notice, 


faxed if Toint Co-operative Committee ia function« 
ing et present time, witness seya as fer as C.K.R. is 
concerned, ail they heve dene, is canvas their local 
senior officers on the regions es to what satters they 
thought might receive atudy, and they have reeeived a 
sufficient number of replies to indieate thet there are 
items that are still worth study. 
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; Pr iba: mare study re consolidation rpg nts and 
of comnere telegraph companies went e very 
considerable distance, It actually went to the int 
of introducing enabling legislation, which was with~ 


@rewn, In this connection there is no doubt thet on 


paper you eoulé get substantial economies, 


“iteess thinks legislation was withdrawn partly 
beccuse of public opposition. The public had e very 
dively appreciation of the value ef competition. 


witness says consolidation of the expreas depart~ : 
ments was studied too, tiere they got into e difference 
of policy between the two systema. The ¢.>.R. ag | 


‘witness understands it uses the express department to 


some extent to meet highway competition in freight 
serviee; the C.N.R. does not. 


Nr, Dragler asks witness if his understending that 
witness is aot in favour of joint terminals if they ean 
be avoided ig correct. “itness replies that they bave 
Joint terminal operations at many points. Does not think 
that the idea that you eoulé erecate a termingl company 


which would reeeive the traffic from the road heal 


Companies and do #1l of the terminal operations is very 
preetical,. 


Vitsess saya C.E.i. certainly iatend to bend every 
endeavour to keep their terminal facilities adjusted to 
the needs of « growing Vancouver, but deea not believe 
thet you could make a ease for large economies from such 
a ierge joint terminal venture as bas been suggested, 


witness thinks thet in « ¢ y 
operative ventures competition is ended te the extent of 
ec-operation. If one line pulls out of e territery and 
abancens it to enother, then there is no thought of eny 
continuing competition in thet particular field except 
bromd market competition mentioned earlier; when yeu 
pool, a substantial seetion of your revenues, then you 
a@iso to that extent must tak« a realistic attitude and 
acknowledge that there has been some reduction in 
competition. As witneas sees it the test ig this ++ 
whether the competition is truly wasteful, and there a 

ree ¢lenent of judgment must enter the picture, 


cod mony of these eo~ : 


_ Viteess ie esked by Mr. Brazier if today there 
were abandonments of the C.N.ky thet were considered | 
proper under the Act would C.8.8,. wait until CoP abies 
sould make a aimilar eserifice, itness seys not | 
necessarily. Thinks it 1s one of these managerial 
problems thet would beve to receive consideration. 
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Witness goes om to say it would be desirable to try 
and find some matching illustration on the other side, 
put if the economy was substantial end the need was 
great enough, the menagerial difficulties in making a 
unilateral sbendonment would be set aside and the ehan- 
donment would be proceeded with. 


Mr. Brazier esks witness what are the difficulties 
of meking a unilateral abandonment. Witness replies 
if you were managing even « small section of the 
property you would soon find out. How ean you meintain 
esprit de corps among men whe ere only interested in 
their locel point of view, when you proceed to take 


_aetion thet from their standpoint end their limited 


point of view is inimical to the interests of the company 
for which they ere working, to say nothing of the fect 
thet 1% affeets them personally? 


- Witness would not say thet senior management of 
the railway would give greater consideration to loeel 
Claims for remaining an operating part of the railway 
rather than the overeall pvieture. Does consider that 
4t is a metter whieh might very properly receive 
managerial consideration. But says you would heve to 
balence it up, and if the economy was small and the 
damage to the morale was large, then would consider the 
game not worth the candle. On the other hand, if 

the economy wos lerge and the damage to the morale was 
estimated as relatively insignificant, would say go 
eheeé with the abandonment. 


Wr. Covert points out thet beck in 1952 at the 
time of the Senate investigation the witness considered 
thet sevings up to 950 million coulé be sade. 


Witness says that stetement needs qualification. 
What that ¢30 million referred to were economies that 
would be possible if you were prepared to do the sort 
of things that were contemplated in a parliamentary 
proposal of unification. 


Witness says the 530 million hes to be reviewed 
as ageinst a background of a purely theoreticel picture 
of what might be under some set of premises, 


Mr. Covert queries witness on possibility of any 
substantial economies in the future and esks if he hes 
any particular examples in mind. — 


WLtness replies thet he already mentioned this 
manifesting of freight to save excessive haul. Thinks 
this is one. Thinks there may be opportunities to do 
something with passenger pooling. ‘Then there are some 
line abandonments that should be looked into and 
reviewed. These are some of the things C.N.Kk. propose 
to study. They ere not studying anything at the moment, 
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Witness cannot see why these matters should be 
studied as part of a freight rates case. Sees its 
part of the broad problem of dealing with the rellways 
of the country, It is a managerial problem and as such 
should vreeeive attention, ae ee On 


_ Mr. Covert asks witness if assessments of possivie 
economies could be made quickly by people other than 
Paliway employees. | Pee Ge oe ia 


“itnese replies that it is bad enough inside the 


railway where one perty knows ell the facts with rege rd 


tc hig own railway and hag some knowledge or is gb] 


appreciate the altuation of the other; but if you teok | 
_ Somebody from outside and tried to look at the matter. 


it would take several years before they Gould heve such 
a body of information with regard to the railways thet 
they — make an intélligent study. It is not an 
SaSY Jade Pe a 


Witness admits to Comaissioner Innis that he bed 
seid sisi ete there was a danger of the railways > 
Ves out of the market by higher ratese » 

‘ gas Aa a 


Witness says might be inferred thet beeause hig 
precvuet went up, the value proportionate to the 
inflation, that therefore shipper should stand fnerease 
in yutes. het would be true but whet is happening 
in this country and in the U,Ss is something Very such 
worse then that. You heve « situation where the tepered 
rate structure which wag ao essentiel to the development 
of this country is being warped, and it is because you 
have to meet the overae)i position and because you 


‘Sennot get your net revenues in the shert heul and high 


Yelued fielé on ececount of highway competition; you _ 
necessarily heve to load thet on the marginal producer 
and that ig the deadly part of this situation, 


Me. Covert asks witness ir rece pitalization means 
thet railway will no longer heve to pay attention to 
public opinion which they must dco now, i 


Vitness says ne, he thinks ectuelly railwey’s 
publis reletiona are undoubtedly influenced adversely 
by their lerge deficit position. Thinks thet would be 


‘sweetened if they hed 6n adjustment, but C.N.R. does 
not make any attempt to condition Parliament to the 


acceptance of their deficit. 
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